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1 BULGARIA 

1.1  General Information 

Ownership  Public / mixed  

Program authority  Government of Bulgaria / MRDPW 

Program Delivery unit  Fund manager / EERSF 

Implementation Model  Repayment via energy cost savings  

Operating Services  Marketer / Facilitator / Assessor / Financier  

Projects Financed  Building renovation / Renewable Energy Sources / Energy 
cooperatives / mixed 

Ambition/targets  To enable the transformation of the 100% grant scheme towards 
more sustainable financial mechanisms with gradual decrease of 
the grant component, with the goal to increase the scope and 
depth of renovation while at the same time preserving full 
support to energy poor households 

Beneficiaries  Homeowners’ associations, specialized intermediaries (renovation 
project managers) 

Funding Vehicle  National budget / EU funds / International Financial Institutions / 
Investment Funds /  
Project/Property owners / ESCOs / 

Financial Instruments  Loans / Guarantees  

1.2  Detailed description of the financing scheme 

I. Pre-assessment 

The purpose of the instrument is to enable the transformation of the 100% grant scheme towards more 

sustainable financial mechanisms with gradual decrease of the grant component, with the goal to increase 

the scope and depth of renovation while at the same time preserving full support to energy poor households. 

The specific task at hand is to provide a mechanism to support participation of the households in the new 

renovation programme announced in the framework of the National Recovery and Resilience Plan (NRRP), 

requiring 20% owners’ co-financing1, with currently no other specialized fund offering renovation loan 

opportunities.  

Since 2015, the renovation landscape in Bulgaria is dominated by the National Programme for Energy 

Efficiency of the Multifamily Renovation Buildings, providing 100% grant financing for projects achieving 

energy class C. With this approach, however, an annual renovation rate of less than 0,5% is achieved, with 

 

1 Specific component providing 100% grants for energy poor households defined according to a programme-
specific definition should be secured, although it is not yet provisioned in the text of the corresponding 
programme in the NRRP 
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deep energy renovations being a negligible number. The most important and obligatory reform in the 

policies for building renovation is the transition from a mechanism of 100% grant financing to a gradual 

increase of the homeowners' participation with the application of appropriate financial mechanisms. The 

reasons for this are the following: 

• using only public resources, with a national target for renovation by 2030 of 19 026 656 m2, at best 

6 762 800 m2 will be renovated by mid-2026 

• the aid will reach very few people (1100 buildings out of 66 865 in need). This means that 95% of 

the people in multi-family buildings will not have access to any funding for renovation. 

With ca. 91% of the multifamily buildings being in energy classes D and lower, the National Long-term 

Renovation Strategy estimates that cost-optimal renovation levels are achieved when reaching the threshold 

between energy classes A and B (i.e. 95 kWh/m2/a primary energy). According to these estimations, final 

energy savings amount to around 80% of the modelled average consumption. While this model cannot be 

taken for indicative regarding the cashflow resulting from the renovation projects, it is indictive of their huge 

potential. Recent studies2 claim that “for nearly 70% of the respondents the average monthly value of the 

household expenditure for heating/cooling, hot water and electricity is within in the range of BGN 150-160 

(for 35.3% - between BGN 101 and 150; 32.2% indicate an expenditure over BGN 150). It is also found out 

that, when applying even only the traditional EE measures (for building’s walls, windows, roofs and ground 

floors + measures for lighting and electrical systems) the percentage of energy savings varies between 35% 

- 55%. When applying other appropriate ESMs - up to 60% (…) Considering the statistics above, it could be 

assumed that at the indicated average cost of BGN 150 - 160 for the majority of households, the average 

energy savings per month will be around BGN 50 (with energy savings in the lower part of the cited range 

35-55 to 60%) and even up to 1.5-2 times more (at the top part).” This is confirmed by the ComAct study for 

the city of Burgas, demonstrating that on average, households are willing to pay about BGN 90/month for 

their co-financing. That is considered absolutely sufficient in the scenario of 20% co-financing rate, which 

would amount to BGN 2000-4000, depending on the depth of the renovation and the size of the dwelling. 

Unfortunately, the awareness regarding the benefits and the financing requirements is still at low levels. 

Some of the other renovation challenges include generally low income levels and limited access to financing; 

the need for regulatory reform along with information and training campaigns; the lack of monitoring and 

quality assurance mechanisms, and the dominant role of the public institutions, which, combined with 

excessive grant financing, constrain the role that business can play.  

II. Energy poverty aspects 

Energy poverty is another important challenge in the country, with a third of the population unable to 

adequately warm their homes. Currently, only a small part of the population is covered by the “fuel 

subsidies”, while there is a much bigger group (up to income decile 3), which is not able to cover any 

investment costs as statistically their expenses are higher than their disposable incomes. For the next decile 

groups (4-6), it is estimated that they are at risk of energy poverty due to the worsening condition of the 

building stock and the fluctuations of the energy prices; on the other hand, they rarely possess significant 

 
2 SHEERenov (2020) Consolidated Situation Analysis: A starting point for development of a model for providing 
integrated services for renovation of multifamily residential buildings. Available at: https://sheerenov.eu/wp-
content/uploads/2021/07/Report-2.3-EN-FINAL.pdf  

https://sheerenov.eu/wp-content/uploads/2021/07/Report-2.3-EN-FINAL.pdf
https://sheerenov.eu/wp-content/uploads/2021/07/Report-2.3-EN-FINAL.pdf
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savings and are often not evaluated as creditworthy by the financing institutions, which is a serious barrier 

for their participation in renovation programmes requiring co-financing. To this end, parallel mechanisms 

should be ensured: an energy poverty definition identifying households in need of 100% grant support, and 

low- or no-interest loans guaranteed by the state for those in risk of energy poverty. As for the definition, it 

is formulated by EnEffect in the following way:  

For the purposes of preferential financing under programs supporting building renovation: 

Energy poor are those households whose disposable income, after ensuring the normatively established 

temperatures in the heated part of their homes, falls below the official poverty line.  

The costs for ensuring the normatively established temperatures are determined in the energy audits 

through an additional protocol, which is completed according to the instructions of the program: 

(a) for buildings not connected to a district heating network, data for the national average energy mix 

for heating shall be used. This avoids the possibility of manipulating the mix for the specific building; 

(b) for buildings connected to district heating networks, the real prices of the district heating service 

shall be used, regardless of whether the household uses it or not, and whether there are radiators 

connected to the network. 

In both cases, the area of the common parts of the building is not taken into account in the calculation. 

 

Fig. 1. Estimation of the households eligible for 100% subsidy of the renovation activities 
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III. Existing legal framework  

Unfortunately, the legal framework is still underdeveloped and brings various barriers in front of the 

renovation process. According to the Condominium Act, it is still not possible for Homeowners’ Associations 

to maintain a shared bank account which could serve as a prove of their financial capacity and a secondary 

guarantee mechanism. Still, professional management of the condominiums is a rarity and there is no legal 

obligations for that. The decision-making mechanisms are also extremely complicated by the requirement 

for 100% agreement of the owners for the implementation of the renovation project. However, these 

obstacles could be overcome by the pending changes of the Condominium Act, which are already prepared 

by the responsible unit in the Ministry of Regional Development and Public Works (MRDPW) but have not 

been promoted for discussions at the Parliamentary commissions yet.  

Additionally, there are no obligation for energy passportisation or energy performance certificates for 

buildings built before 2009. The minimum required class for renovation activities is still C, which is far below 

the cost-optimal levels; however, the newly proposed programme would require at least energy class B.  

IV. Beneficiaries  

The beneficiaries of the programme and the financing mechanism are the owners of individual dwellings in 

multifamily apartment buildings in immediate need of renovation (energy class D and lower). There is no 

definitive socio-economic profile related to the occupants of these buildings, as due to the heritage of the 

communist past, they host households with the full range of possible incomes, professions and demographic 

characteristics.  

According to the LTRS, the buildings with poor energy performance characteristics, i.e. those belonging to 

energy classes E, F and G, have a share of 91 % of non-renovated buildings, and buildings in class D are 

another 8%, which is indicative for the energy saving potential and the size of the market. A total of 97.6 % 

of existing residential buildings are privately-owned, 96.5 % are owned by natural persons, and 1.1 % are 

owned by legal persons. Only 2.4 % of buildings are owned by the central government or local authorities. 

This specificity of Bulgaria largely accounts for the existing barriers (organisational, legal and behavioural) in 

the process of housing stock renovation and has a significant impact on the development of strategic 

measures and policies. As at 1 February 2011, the total number of occupied housing units was 2 666 733, 

making for a ratio of vacant housing units to the total number of housing units of 31 % (26 % in cities and 43 

% in villages, reaching 100 % in completely depopulated areas). The share of vacant housing units in occupied 

residential buildings exceeds 20%, which is another major issue when a 100% agreement of owners is 

needed 

As indicated above, according to the cost optimality analysis performed in the Bulgarian LTRS, energy 

efficient renovation could save up to 80% of the modelled final energy consumption. In practical terms, the 

cost savings within the “business as usual” practice amount to around 25-30% depending on the fuel source 

and other performance characteristics. According to the LTRS, the breakdown of buildings prior to 

renovation is as follows: the largest share of buildings (40.5 %) belonged to energy efficiency class E, followed 

by those belonging to energy efficiency classes F (35.3 %) and G (16.1 %). The upgrade of most buildings 

involved an upgrade to the minimum required energy class C, with a smaller share upgraded to class B (8.4 

%). According to energy efficiency consultants these levels of renovation allow energy savings of 

approximately 40 % to be achieved. The renovation and upgrade of a multi-family residential building to 

energy class B, typically results in a decrease of the average monthly heating costs of a housing unit with an 
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area of 65 m2 from BGN 156.38 to BGN 107.64. It could be increased towards 50-60% if more ambitious 

measures are applied, which is completely sufficient to compensate the co-financing part in the current 

situation.  

The additional benefits are most often classified into three groups: environmental, economic and social. The 

first group contains the most important and direct impacts of energy efficiency, such as energy savings and 

reductions in greenhouse gas emissions. The second group includes, among others, positive macroeconomic 

impacts on economic growth, innovation and competitiveness as well as import dependency. The third 

group of impacts covers aspects such as health benefits, poverty reduction and employment. For Bulgaria, 

the LTRS identifies the increased disposal income, the decreased energy poverty and the health benefits as 

the major wider benefits at individual level, among multiple such within a socio-economic perspective.  

V. Available resources 

The NRRP provides financing for renovation of multifamily residential buildings at the amount of BGN 

1,176,960,000. From them, BGN 941,568,000 will be allocated in a 100% grant scheme for ca. 865 buildings, 

and BGN 235,392,000, corresponding to 270 buildings, will be disbursed at 80% grant rate from October 

2022 on. In addition, there are EUR 134,898,300 (BGN 263,838,142) allocated for residential buildings, 

presumably at 100% rate again, in the Development of the Regions Programme.  

There are no other available financing sources for renovation of multifamily buildings besides the ones 

described above. There is no willingness by commercial banks or specialized funds to develop dedicated 

products for renovation of multifamily buildings.  

The expected co-financing from the homeowners within the frame of the NRRP is the modest BGN 

58,848,000. From them, not more than 50% are expected to be covered by market financing, with the others 

to be provided by existing savings/bank deposits of the homeowners. However, EnEffect’s estimation shows 

that until 2030, the market could grow to 2,165,402,688 if the policies follow the targets set in the LTRS. As 

described above, savings would be in the range of 30-60%, or 50-80 BGN per month. That is considered 

sufficient to cover the co-financing costs and also coincides with the declared investment attitudes of the 

homeowners.  

a) Household disposable income 

Average total income by decile groups in 2020, BGN 

Total Decile groups 

I II III IV V VI VII VII IX X 

15088 6275 7632 8301 9239 12173 13753 16892 19081 22396 31378 

Average monetary income by decile groups in 2020, BGN  

Total Decile groups 

I II III IV V VI VII VII IX X 

14977 6168 7537 8204 9137 12041 13641 16761 18965 22283 31266 
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b) Household energy expenses  

Realistic amounts for heating according to an average real energy consumption 

Heating related monthly costs: 

Estimated realistic 

minimum amount, 

BGN 

Estimated realistic 

maximum amount, 

BGN 

Coal 32,23 139,68 

Light oil 44,66 193,53 

Natural gas (Nm3) 29,05 125,87 

Natural gas (Nm3) – condense boiler 26,99 116,97 

Firewood (25 % moisture content) 25,27 109,52 

Wooden pellets 38,22 165,63 

District heat 32,73 141,82 

Electricity 65,75 284,92 

Electricity – air conditioners 22,45 97,27 

Electricity – high-efficient heat pumps (VRF/VRV)  18,60 80,59 

 

c) Amounts for heating according to a normalized (according to heating norms) energy 

consumption 

Heating related monthly costs: 

Estimated realistic 

minimum amount, 

BGN 

Estimated realistic 

maximum amount, 

BGN 

Coal 80,93 350,72 

Light oil 112,13 485,90 

Natural gas (Nm3) 72,93 316,04 

Natural gas (Nm3) – condense boiler 67,77 293,69 

Firewood (25 % moisture content) 63,46 274,98 

Wooden pellets 95,97 415,86 

District heat 82,17 356,09 

Electricity 165,09 715,38 

Electricity – air conditioners 56,36 244,22 
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Electricity – high-efficient heat pumps (VRF/VRV)  46,70 202,35 

The values in the first table present the real picture in the country. In average, people spent less energy for 

heating compared to the energy they really need, mainly due to financial reasons. The values in the second 

table present what will be the cost if all dwellings are heated to the heating norms. We think that heating at 

100% according to the heating norms is also not realistic and the real cost for normal heating are somewhere 

in between the values in both tables, maybe closer to the values in the second table. 

Non-heating related monthly costs: 

Estimated realistic 

minimum amount, 

BGN 

Estimated realistic 

maximum amount, 

BGN 

Electricity 10,00 100,00 

Water 10,00 50,00 

LPG in bottles 9.90 29.70 

Condo fee 5,00 50,00 

 

d) Borrowing capacity and willingness of the beneficiaries  

While it is theoretically impossible to measure the investment intentions of the homeowners, the ComAct 

study in Burgas identifies that around 30% of the homeowners are not able to pay any renovation-related 

costs, which coincides with EnEffect’s estimations regarding energy poverty status of the population. 

However, it has also been identified that the households are willing to pay around BGN 90 in monthly 

instalments towards renovation loans, which is absolutely sufficient to meet the expected renovation costs. 

Around 50% of the respondents will use their own savings and not bank loans to cover the co-financing 

costs.  

e) Value chain analysis: accessible expertise, capacity and quality of the construction sector 

Bulgaria’s NRRP foresees reforms to pilot and scale regional one-stop-shops with funding from the national 

budget. The aim is to create anything from 6 to 28 regional centres, mainly focused on providing advice. It 

contradicts to the main idea that One-stop shops are set to facilitate energy renovation projects across their 

lifetime, in other words “covering the whole customer journey from information, technical assistance, 

structuring and advising financial support schemes to the monitoring of energy savings”. 

Further administrative and technical support is foreseen for local administrations as part of individual 

renovation programmes. The NRRP includes the creation of two programmes for the development of 

building information management skills expected to form part of university education. Programmes for the 

wider upskilling of energy and construction professionals are not part of the plan, which is considered a 

serious problem as the construction sector faces serious issues both in terms of number of workers and, 

even more importantly, in terms of skills and qualification. To this end, ensuring further training 

opportunities is crucial for the success of the programmes.  
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VI. Inspiration from EU Member States 

a) Hungary  

A market-based approach for EE renovation was adopted. It was based on high quality consultation services, 

provided by specialized consultants, playing the role of a mediator between building owners and the other 

involved stakeholders (financial institutions, public authorities, service providers). It was supported by the 

regulatory framework obliging the Homeowner Associations to maintain their buildings. This created a well-

developed and self-regulated market – a must for sustainable building renovation process.  

b) Estonia 

The provision of funding for EE renovation was combined with awareness rising and dissemination of good 

practices by KredEx, a financial institution placing the housing sector as one of the components of its 

portfolio. The active communication with the stakeholders played its role in creating trust among the various 

stakeholders, leading to a sustainable renovation process. KredEx also regulated the involvement of 

technical consultants by maintaining a list of experts in its webpage.     

c) Greece 

The programme SAVE-AUTOMATE (Energy saving interventions and RES in the residential buildings) provides 

capital grant covering the energy inspections and other "intangibles" expenditures. It was co-financed by 

the European Regional Development Fund and National Resources, through the Regional Operational 

Programme and the Operational Programme "Competitiveness, Entrepreneurship, Innovation". The 

program was launched by the Ministry of Energy, beneficiary is the Hellenic Development Bank, and the final 

beneficiaries are residential buildings owners 

d) North Macedonia  

ProCredit Bank Macedonia launched a programme of green finance products consisting of energy efficiency 

loans for private individuals as well as for businesses, using funds from the European Bank for Reconstruction 

and Development (EBRD). The loans are intended for energy efficiency improvements of housing according 

to the eligible measures for grants described on the Technology selector on the Green Economy Financing 

Facilities website. Some of the eligible measures are: insulation of outside walls, roof, floor; installation of 

windows, doors, biomass boilers, energy efficient lighting, gas boilers, heat pumps, solar photovoltaic 

system, etc. 

1.3  Design of the scheme framework 

The new scheme will target well-occupied multifamily renovation buildings with energy classes D and lower. 

The new mechanism will target all 270 buildings under the NRRP subject to co-financing, with the prospect 

to enlarge its activities to 5855 buildings to be renovated to reach the 2030 LTRS goals. Projects should reach 

minimum class B, as different packages of ESM should be developed by energy auditors to define cost 

optimal levels and analyze the options to invest in on-site renewables. It is expected that around 20% of the 

supported households (subject to 100% grant) would fall into the applied definition of energy poverty, and 

at least 11,5% would be lead out of this state.  
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As discussed above, 80% of the renovation costs would be provided by the NRRP, and the remaining 20% - 

from the homeowner. Depending on the size, structural characteristics, condition of the buildings, the size 

of the apartment, the heating system used and the depth of the renovation, the cost for any individual owner 

is expected to be in the range of BGN 10,000 – 20,000, respectively leading to loans in the amount of BGN 

2000-4000. 

I. Main implementation unit 

The fund could be organized within the existing structure of the Bulgarian EERSF or in the framework of the 

future Decarbonisation Fund. The ownership could be public-private, with participation of the state and 

representatives of international and national financial institutions. 

The initial capitalization could be provided by the state budget, international donors, Bulgarian Development 

Bank and/or international financial organisations. With the development of the programme, recapitalization 

in several stages should be provided for.  

The fund should be operationally managed by a dedicated fund manager providing financial and technical 

expertise and capable of operating work with various stakeholders around the country. An example of that 

is the EERS Fund, which is managed by the EEE Consortium, a Canadian-Bulgarian tri partite consortium 

comprised of an international EE consulting firm and two local Bulgarian businesses elected through 

international procurement, is the executive body of the Fund. It is responsible for the entire day-to-day 

operation of EERSF and for ensuring the successful implementation of the project cycles.  

 

Fig. 2. Structure of the EERSF. Source: CITYNVEST project 

 



 

                                        

 

17 

II. Loan conditions and implementation process:  

Eligible for financing are all homeowners’ associations with approved application for subsidy under the 

national renovation programme. In the preferred scenario, they are represented by a specialized 

intermediary (renovation project manager), who takes the loan or applies for a guarantee on behalf of the 

homeowners’ association. The projects to be supported will be whole building renovation projects achieving 

minimum energy class B, potentially combined with facilities for production of renewable energy (either for 

own consumption or in contracts with energy suppliers). The range of the loans will be BGN 20,000 – 

200,000, with equity of 5-10%. Two types of guarantees could be applied:  

a) partial credit guarantees (PCGs) which can cover either 50% (first loss basis after the bank-creditor) 

or 80% (pari-passu basis) of a project’s total credit value, capped at BGN 100,000. The credit 

guarantees provided by EERSF are recognised as first rate collateral equivalent to bank guarantees.  

b) portfolio guarantees: covers the first 5% of losses (defaults) within the condominium building or 

portfolio of condominiums. 

The financial model for return will be based on energy savings, with average of 45-50% savings expected. 

The term of the loan / repayment will be up to 10 years. The fund should offer credit products at commercial-

market interest rates. Currently, the EERSF offers loans at 3-4% interest rate. The fact that the fund should 

not distribute profits would allow it to offer attractive financing conditions to project developers. In the best-

case scenario, the interest should be subsidized by the state via the renovation programme itself and/or by 

authorization of the fund to trade with the emissions’ savings, so that the loan could reach the beneficiary 

at no or very limited cost The guarantee costs would also use preferential conditions, not exceeding the 

current 0,1% charged by the EERSF. The grace period should cover the completion of renovation activities. 

III. Specific conditions for vulnerable/energy poor households 

The households falling under the energy poverty definition developed for the programme should use 100% 

grant financing provided by the programme operator. For the time being, all other households should be 

able to use the preferential conditions offered by the fund. 

As a result from the renovation programme, depending on the depth of renovation, 2 or 3 of the most 

vulnerable income deciles would benefit to the extent that their disposable income after providing proper 

renovation would be higher than the average expenses for the respective group.  

 

A     B    C 

Fig.3. Impact on the renovation activities on the disposable income/average expenses per income decile groups 
after providing adequate heating for average-size dwelling: A – non-renovated buildings; B – standard 

renovation; C – deep renovation 
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IV. Parameters for ranking of project applications 

• Financial parameters of the project – IRR, NPV, NPVQ 

• Specific energy savings 

• Percentage of energy poor households 

• CO2 emissions saving 

• Eliminating polluting fuels 

V. Key features and selling points for beneficiaries 

Beneficiaries  Homeowners’ associations, specialized intermediaries/ESCOs, project 
contractors 

Type of projects  Energy Efficiency  
Renewable Energy Sources  

Operational support  Technical Assistance to targeted beneficiaries in preparing investment 
projects, promotion for financial institutions and delivery of projects, with 
a view to stimulate deal flow and uptake of financing offered 

Financial support  Technical assistance for free, very low guarantee fees, very low interest 
rates and credit fees or not at all, reimbursement of administration fees 
when credit agreement is signed or when the project is rejected, no 
charges for early repayment of the loans. 

Long repayment period: 
up to 10 years 

The existence of such a fund for 10 years is completely real. This is proved 
by the activity of EERSF, which has been operating for 17 years and 
completely on a market basis without the grant component. 

VI. Complementary financing mechanisms and key partnerships 

In the long run, the financing scheme should be focused on the involvement of the commercial banks and 

the participation of specialized intermediaries/renovation project managers (SI/RPM), while the fund in 

question (EERSF, Decarbonisation Fund or else) should be concentrated on guarantee schemes. In both 

areas, partnerships should be structured with the help of the state, which should develop and promote a 

clear roadmap for the continuation of the renovation policies to stimulate a) the commercial banks to 

develop and market a specialized product; b) the SI/RPMs to proactively engage homeowners’ associations 

to engage in renovation projects.  

The profitability of the fund will be increased by the condition that in case of loans, it becomes owner of the 

emission savings and is able to trade them  

VII. Application procedure 

The loan disbursement process could follow the standard procedure of the EERSF. 

• Step 1: Project identification (results of structural audit, detailed energy audit (DEA))3 

 
3 While the current version of the NRRP requires the HAs to apply with complete project documentation, the cost 
for which would be reimbursed in case of approval, it is believed that better approaches are possible. For example, 
the initial application could start with declaration of readiness for participation of the owners of not less than 75% 
of the total area of the building, combined with 3 presented offers for structural and energy audit and collected 
amount for 30% of the selected offer. The rest could be supplied as grant from the programme.  
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• Step 2: Initial project screening  

• Step 3: Completion of the Initial Project Proposal (IPP)  

• Step 4: Submission of IPP and accompanying documents to Fund  

• Step 5: Assistance in investment project design and completion of related documents  

• Step 6: Project appraisal and creditworthiness assessment  

• Step 7: Formal decision on approval for financing  

• Step 8: Preparation and signing of the contract for financing and disbursement of funds  

The guarantee product is developed as a partnership with commercial banks. The application process should 

follow the bank’s process and should be discussed during the investment project design and structuring 

phase.  

1.4  Typical structuring of the projects and identify trigger points 

The size of the typical investment project would be of around BGN 1,000,000. With 80% covered by the 

grant disbursed by the programme operator, the maximum loan component would be of BGN 200,000, half 

of which would most probably would be covered by personal savings. Thus, the typical size of the loan would 

be of around BGN 100,000.  

The owner of the project from the point of view of the fund is the SI/RPM, to which the homeowners’ 

association has delegated rights to represent it. In this case, it acts as an ESCO, taking the loan and collecting 

the instalments of the homeowners. It can apply to the fund either for loan or for a guarantee in case the 

loan is disbursed by a commercial bank. Being an instrument to support the national policies, the fund will 

target all projects with NPV > 0. It can use the application documentation prepared by the EERSF. 

After the approving the financing, the programme operator together with SI/RPM conducts the 

procurement procedures and monitors the project implementation. The repayment towards the fund starts 

after completion of the renovation works, so that the households repay the instalments towards the SI/RPM 

based on the achieved savings.  

The interventions will mostly be driven by availability of the support programmes, given the fact that there 

is no obligation for building passports or energy certification for buildings build before 2009. In any case, the 

structural condition and the usually deteriorating condition of some of the building components of the 

buildings (e.g. leaking roof, staircases, basements, doors and windows in the common areas) is a major 

argument for taking a decision towards any renovation action, so SI/RPMs should be trained to use such 

outstanding issues to promote energy efficient renovation. 

1.5  Involved stakeholders  

I. Homeowners  

Being the key stakeholder group, the homeowners would benefit from the implementation of the scheme, 

and via it, the renovation projects, by substantially decreasing energy costs, increasing comfort, solving 

problems with common spaces, increasing the value of the dwelling, and avoiding risks of structural 

problems. In the most common case, they would have to consider for the scenario of 80% public grant, 100% 

debt for the remaining 20% own share at zero or very low interest rates provided by the fund. With the own 
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investment not expected to exceed BGN 5000 (appr. EUR 2500), a multitude of arguments are applicable to 

convince them to participate in the renovation programme, e.g. showcasing good examples from the vicinity, 

displaying the immediate financial effects (“you save 60 from the bill and pay only 50 to repay the loan”), 

quality assurance by the SI/RPM and the fund to guarantee proper performance, potential loss of market 

value, comparison with the peers (“if you wish, you can continue to pay for energy – your neighbours will 

have the money for themselves). 

The specific motivation for involvement of vulnerable/energy poor households is the continuing 100% grant, 

and the obvious consequence that after renovation, the apartments will be warm at lower cost. 

II. SI/RPM  

The motivation of SI/RPMs is that they expand their portfolio of services, helping them to increase revenues 

within long-term contracts. They would benefit from excellent loan conditions: 10% equity, 90% debt at no 

or very low interest, bank guarantee at low commission rate. Expensed on the loan will be charged onto the 

homeowners as a part of the overall price of the service. Their involvement would mean also an increased 

market for the full set of services, i.e. increased revenues from their current set of activities. In addition, 

while currently the HAs have the right to terminate the contract with one-month notice, the renovation 

contract is presumably concluded for a long term (5-7 years or even more, supported by the long repayment 

periods offered by the fund). While there is no common practice yet and the risk of dealing with multiple 

owners seems high, the collateral and the process for collecting unpaid debts for all debtors is the same as 

for the regular monthly maintenance fees collected by facility managers. There is practically no risk for 

collecting instalments from vulnerable households as they are covered by a 100% subsidy. 

III. Commercial banks  

The commercial banks are intrinsically interest to invest as the renovation under the proposed terms covers 

the taxonomy requirements. The proposed scheme maximises risk sharing by requiring high coverage of 

guarantees, technical assurance, common bank account of the HAs/SI/RPM in the bank. The risk for the 

investment is minimal as the insolvent households are covered by the 100% subsidy, there is a strong public 

guarantee scheme, while at the same time participation in the scheme means opening of a sector with 

billions of market potential. 

1.6  Supply chain 

While in the first stages of implementation the projects could be delivered with the existing capacities due 

to the limited number of buildings to be renovated, the supply chain has to be further developed to deliver 

on the proposed schemes. The main actor that is still missing is the SI/RPM, which should provide a combined 

service of facility manager and energy consultant4, thus requiring combination between existing business 

structure. Specific attention should be placed on involvement of banks, as they should try to promote the 

dedicated products vial the local offices. There is also the long-standing issue with the capacity of the 

construction sector to deliver quality renovation projects, both in terms of the number of the workers and 

in terms of their qualification. To overcome these issues, the first condition is to have a national long-term 

roadmap for the development of the policies. Within the EERSF and the initial description of the 

 
4 The full profile description is developed in the SHEERenov project 
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Decarbonisation Fund, technical assistance for the project owners is considered, and requirements for 

qualification and on-site training could be required in the procurement procedure.  

1.7  Communication 

There are different channels which should be exploited for the different actor groups, all of which require a 

tailored communication approach:  

• For homeowners’ association: combination between TV and web campaign and direct consultation 

by local authorities/technical consultants/ SI/RPM 

• For SI/RPM: training and certification seminars, involvement of professional associations of facility 

managers and energy consultants 

• For banks: direct meetings  

• For policy makers: conferences, media pressure, direct meetings 

Respectively, a full range of communication materials have to be produced, including training materials for 

SI/RPM and information brochures for homeowners. Expenses for communication and training should be 

included in the budget of the national renovation support programme and distributed by the project 

operator. At the moment, more than BGN 12,000,000 are available for the “sister” programme related to 

renovation of public buildings, which should be redistributed. In addition, specific training for municipal 

officials providing administrative, informational, and technical support would be extremely important. 

1.8  Operational resources 

The fund should be operation by September 2022. The project management unit (Fund Manager), if 

different from the EERSF, will duplicate its structure, due to its similar roles of marketer, facilitator, assessor 

and financier, albeit limited to a certain type of projects. The Fund Manager will be appointed by an open 

competition for a period of 5 years. Its main objective will be to operate the Fund as non-profit-oriented 

business promoting private investments in the renovation of multifamily buildings in Bulgaria. The Fund 

Manager selects, develops and applies the appropriate financing tools based on specific project 

requirements, overseen by a Governing Council consisting of representatives of the state and the potential 

donors.  

The Fund Manager is led by a full-time Executive Director, managing the day-to-day operations and 

administration. In the initial phase, the staff will consist of 15 people, i.e. the Executive Director, Deputy 

Executive Director with marketing profile, 3 Financial and Credit Analysts, 3 Technical Energy Efficiency 

Experts, 3 Technical and Business Plan Experts, and 4 administrative staff. 

The operation of the Fund depends on the activities of the programme operator (presumably MRDPW), 

providing incessant flow of financing and approval of documentation, and the local authorities, which would 

be responsible for local dissemination of information and administrative support, and, most importantly, for 

the procurement procedures on behalf of the programme operator.  
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1.9  Necessary legal changes 

• Changes in the Condominium Act: decreasing the threshold for decision making within HAs, 

enabling opening of a common bank account in a commercial bank, increasing the requirements to 

the facility management 

• Changes in the policy framework: development of a long-term roadmap with clear identification of 

a financial framework for the renovation policies 

• Changes in tax regulations: Tax reliefs due to reduced pollution of the territory of the municipality 

with PM and greenhouse gases. 

• Setting new technical requirements for renovation projects 

• Adoption of new regulations for energy communities 

It must be noted that the suggested fund could potentially operate even if none of the required changes are 

introduced; however, it’s operations would be most probably limited in scope and volume despite the 

attractive conditions. 

1.10 Risk management procedure 

There are political, financial and operational risks for the functioning of the fund, which would be discussed 

at the regular monthly meetings of the Governing Council and by initiative of the executive director.  

• The political links pertain to the opening of the renovation programme under the NRRP, the long-

term financial framework of the renovation policies, and the approval of the expected changes in 

the Condominium Act.  

• The financial risks pertain to the initial and repeated capitalization of the fund and the involvement 

of the commercial banks.  

• The operational risks pertain to involvement of SI/RPM, the exchange with the programme operator 

and the municipalities, the organization of the communication with HAs from outside Sofia, the 

involvement of bank offices, the organization and conduction of communication activities, and 

monitoring and quality assurance process.  

To mitigate the risk, the political risks should be overcome with the support of the programme operator 

before the initial capitalization of the fund. This will also have a positive impact on the identified financial 

and operational risks.  

1.11 Monitoring scheme 

The monitoring scheme should be developed with respect to the implementation of the national LTRS, 

starting with the proposed scheme under the NRRP. The proposed mechanism should be aligned to 

involvement in a certain percentage of the planned renovation projects which should decline with the 

development of parallel financing mechanisms; the volume of the fund is however expected to grow due to 

the expanded scope of the renovation activities.  

In this regard, it is expected that in situation of no other financial mechanisms available, the fund will provide 

financing or guarantees for at least 80% of the 270 expected to be executed under the NRRP. In the years 
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until 2030, it is expected that the fund would concentrate on providing bank guarantees, limiting the direct 

loans to less than 20% but preserving its share of guarantees to 50% of the renovation projects. 

1.12 Start the pilot phase 

The pilot phase should start from 1.10.2022, when the co-financing component of the renovation 

programme under the NRRP should commence. This phase can exploit the existing instruments, facilities 

and capacity of EERSF.  

The main success factors are:  

• Policy dedication 

• Necessary legal changes 

• Communication and awareness raising 

• Establishing the business model of SI/RPM 

• Proper use of existing experience and interest of HAs which have applied for the previous 

programme 

• The main barriers are:  

• Difficulties to promote the new co-financing model for the HAs 

• Lack of practice with loans for HAs 

• Lack of practice with the new organisational model, including in procurement and quality assurance 

procedures 

• Lack of interest of the commercial banks due to the lack of continuity and transparency of the 

renovation policies 

The continuation of the initiative is related to the attraction of commercial banks interested to open 

dedicated products for renovation of multifamily buildings. To a certain extent, the functioning of the 

 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 

Attracted 

financing 

(BGN) 

 
31 839 

452 

54 581 

918 

84 905 

206 

127 357 

808 

182 287 

231 

270 570 

963 

331 944 

188 

422 321 

525 

491 871 

670 

Renovated 

area, m2 
1 124 339 

1 269 

290 

1 361 

347 

1 487 

523 

1 668 

177 

1 854 

990 

2 194 

382 

2 396 

377 

2 723 

875 

2 946 

089 

Number of 

dwellings 
15 041 16 980 18 212 19 900 22 317 24 816 29 356 32 059 36 440 39 413 

Number of 

buildings 
346 391 419 458 513 571 675 737 838 906 

Share of the 

fund 
n/a 

90% of 

the co-

financed 

projects 

80% 70% 50% 40% 30% 20% 20% 20% 
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Decarbonisation Fund should be related to a similar model, either overtaking or supporting the functioning 

of the proposed scheme.  

1.13 Next steps for practical implementation 

• Advocating improvements of the renovation programme to the NRRP at governmental level 

• Approval of the changes in the legal framework by the Parliament 

• Discussion of the fund at national roundtables on sustainable energy financing 

• Presentation at local events in combination with local support instruments 

• Approval by the programme operator 

• Advancing changes in the functioning of the EERSF to accommodate the functioning of the 

dedicated fund 

• Attraction of further capitalisation in addition to EERSF available resource 
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2 NORTH MACEDONIA 

2.1  General Information 

Ownership  Public / private / mixed  

Program authority  Owner/decision-making body 

Program Delivery unit  Operational management  

Implementation Model  N/A  

Operating Services  Marketer / Facilitator / Assessor / Financier / etc. 

Projects Financed  Energy Efficiency / Renewable Energy Sources / 
Energy cooperatives / etc 

Ambition/targets  Mission and vision, relation to national or local 
policies 

Beneficiaries  Potential applicants / users of the services 

Funding Vehicle  National budget / EU funds / Financial 
Institutions / Investment Funds /  
Project/Property owners / ESCOs / etc. 

Financial Instruments  Loans / Equity / Guarantees / etc. 

2.2 DETAILED DESCRIPTION OF THE FINANCING SCHEME 

I. Pre-assessment 

The cost of inefficient energy use in Macedonia significantly affects the national economy. The statistics 

show that the building sector represents the largest component of total final energy consumption, 

accounting for around 40%. Various international and domestic studies estimate potential for energy savings 

of 10-35% in the residential sector. The main features of the residential sector in Macedonia include: most 

of the residential buildings are old and in poor condition; a high number of not fully legal dwellings; a high 

number of modern buildings of poor quality; seasonal occupancy of buildings; poor quality of buildings 

especially in rural areas with lack of external insulation; heating using electricity; and usage of inefficient 

wood and coal stoves. Based on the main characteristics of the residential sector, the technical opportunities 

for improving energy efficiency in this sector are very significant. 

According to the last census of 2002, the large majority of residential buildings, approximately 47%, were 

constructed in just the twenty years between 1961 and 1980, while new construction decreased thereafter. 

The estimated number of registered dwellings today is more than 760.000 that constitute above 55 million 

square meters of living floor area.  By 2002 there were 10.000 multi-family apartment buildings according 

to statistics, which number increased to estimated 12.000 multi-family apartment buildings today. 

Macedonia, being in at the initiation phase of the EU integration process, aims to implement the EU acquis 

and to adopt EU Energy Efficiency rules, norms and standards. In addition, Macedonia is a member country 

of the Energy Community and as such needs to implement three Directives related to the energy efficiency: 

Energy Efficiency (EED-2012/27/EU); Energy Performance of Buildings (EPBD-2010/31/EU); and Energy 

Labelling of Products (ELD-2010/3/EU). The promotion of energy efficiency is part of the European agenda.  
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The energy efficiency acquis requires measures to increase efficiency at all stages of the energy value chain; 

generation, transmission, distribution, and consumption. The measures focus in particular on the residential 

sector, where the potential for savings is greatest. 

Most of the documents, analysis, policies and strategies that are supporting transposition of EU energy 

directives are developed with donor support (EBRD, GIZ, USAID, EU, Bilateral technical support, etc.) which 

testifies to the persistent lack of institutional capacities within the government institutions to internally 

generate policy reforms and necessary restructuring. 

On the other hand, there are severe problems with the quality of the building stock in terms of both energy 

efficiency (lack of insulation) and general conditions (e.g. leaking roofs) that need urgent intervention. The 

buildings in different cities show a notable variation in their characteristics, reflecting the huge inequalities 

among Macedonian settlements. For example, in Negotino, 81% of the buildings have a damaged façade 

without insulation, while the proportion in Veles is only 28.7%. This comparison, however, only serves as an 

illustration, as the number of buildings studied is very different (29 and 180, respectively).  

In 2018, Habitat Macedonia received Global Energy Award for its results in the renovation of multi-family 

apartment buildings and energy savings produced. Namely, with the EE renovation of more than 60 

collective residential buildings in Macedonia with over 1900 apartments, the total annual energy savings are 

of 7910 MWh and annual carbon dioxide emissions reductions of 3670 tons.  

This estimated investment potential for the retrofitting of the Macedonian housing stock, is more than 500 

million euros. 

II. Energy poverty aspects 

In absence of clear definition, energy poverty can be considered as a situation in which a household is unable 

to secure their basic energy needs, necessary for heating, cooling, cooking and for appliances, due to the 

combination of insufficient financial and technical conditions. Low incomes, high energy prices and 

inefficient, technically low-quality homes and appliances are the main causes of energy poverty. Energy 

efficient retrofits can be potentially effective to fight energy poverty, as they increase the energy 

performance of the housing stock, thus can potentially lift out households from energy poverty by 

decreasing the energy need of their apartment. However, energy efficient retrofits have special financial 

(e.g. high up-front costs, relatively long turn-back periods) and technical (e.g. complex interventions, 

involvement of various stakeholders) characteristics. Because of these characteristics, they should be 

carefully designed to exploit their potential of energy poverty reduction 

Although there is no representative data on the extent to which households of MFABs are prone to energy 

poverty, building on the thorough survey conducted by HFHM in multi-family buildings in some districts of 

Skopje and in three other cities some general conclusions can be drawn regarding the energy efficiency of 

MFABs and the presence of energy poverty [12].  

III. Legal Framework 

The policies and regulations related to energy efficiency are the following: 

• Law on Energy (Official Gazette of the Republic of Macedonia No.96/18)5 

 
5 http://www.economy.gov.mk/Upload/Documents/Zakon%20za%20energetika%20MK.pdf 
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• Energy Efficiency Law (Official Gazette of the Republic of N. Macedonia No.32/20)6 

• Strategy for Energy Development in the Republic of N. Macedonia until 2040 (adopted on 

28.12.2019)7 

• Strategy for Promotion of Energy Efficiency by 2020 (Official Gazette of the Republic of Macedonia 

No. 143/10)8 

• Third Energy Efficiency Action Plan of the Republic of Macedonia for the period 2016 – 2018 

(adopted on 18.07.2017) 9 

• The rulebook for Energy Performance of Buildings (Official gazette of the Republic of Macedonia 

No. 94/13)10 

• The rulebook for Energy Audit (Official gazette of the Republic of Macedonia No. 94/13)11 

According to the Energy Community Agreement, Macedonia shall synchronize its national legislation with 

the existing legislation of the European Union on energy, environment, competition, renewable energy 

sources, energy efficiency, and oil reserves. The legislation in the energy sector is currently under revision; 

in particular, new Energy Act is adopted by the Parliament on May 21st, 2018 as well as for the first time in 

Macedonian legislation, Energy Efficiency Act has been adopted and is in force from February 18th, 2020 

year. This comprehensive Law on Energy Efficiency transposes the EU Energy Efficiency Directive, Energy 

Performance of Buildings Directive, Regulation on Labelling of energy-related products, and Directive on 

Eco-design of energy-related products. However, the existing secondary legislation will have to be amended 

to implement the Energy Efficiency Law; as an example, the existing Rulebook on Energy Performance of 

Buildings needs to be amended to enable the full implementation of the law. The country also needs to 

adopt an updated regulation on minimum energy performance requirements of buildings, national 

calculation methodology, energy performance certification of buildings and inspection of heating and air-

conditioning systems. This will enable the country to implement Directive 2010/31/EU. 

Additionally, an energy strategy has been developed and was adopted at the end of the 2019 year, which 

relies on EU energy union five-dimension framework (security, solidarity, and trust, fully integrated internal 

energy market, energy efficiency, climate action – decarbonizing the economy, and research, innovation and 

competitiveness) taking into consideration country specifics, and including a 2040 vision. The Strategy 

defines three scenarios – Reference, Moderate transition, and Green, and evaluate the results of strategic 

goals via six linked indicators for each strategic goal. 

At this moment, the Macedonian Academy for Sciences and Arts (MANU) is in the process of preparing the 

Fourth Energy Efficiency Action Plan as the previous action plan is out of date.  

 
6 http://economy.gov.mk/doc/2766 

7 http://www.economy.gov.mk/doc/2759 

8 http://www.economy.gov.mk/doc/2535 

9 http://www.economy.gov.mk/Upload/Documents/Tret%20NEEAP_V02%20(MKD).pdf 

10 http://www.ea.gov.mk/images/stories/E_Izdanija/pravilnik_energetski_karakter_zgradi.pdf 

11 http://www.ea.gov.mk/images/stories/E_Izdanija/pravilnik_energetski_kontroli.pdf 
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The Government’s support in the implementation of the energy policy, are the Energy Regulatory 

Commission (ERC) and Energy Agency which have been established and are operating since 2003 and 2007, 

respectively. 

To boost the energy performance of buildings, Macedonia has established a legislative framework that 

includes the Rulebook for Energy Performance of Buildings12 which should be aligned and amended in 

accordance to the new Energy Efficiency Law. The existing Rulebook sets the minimum class for new 

buildings as ‘C’ class with QH,nd,ref ≤ 100 kWh/(m2a) and for retrofitted buildings is  ‘D’ class with  QH,nd,ref≤ 

150 kWh/(m2a).  

At the moment, the main gap in achieving a highly energy-efficient and decarbonized building stock is the 

lack of long-term building renovation strategy in the past. This strategy is now defined by Art. 31 from the 

newly adopted Law on Energy Efficiency; it will cover residential, public, and commercial building retrofits 

for a period of at least 10 years with obligatory revision every three years.  

IV. Beneficiaries 

Beneficiaries, or recipients of the loans form REERF are:  

• Apartment owners and HOAs in multi-apartment buildings for energy efficiency upgrades,  

• Homeowners of single houses for energy efficiency renovation including homes in rural areas and 

marginalized communities. 

Energy audits were carried out in selected buildings determining the energy performance (defined as energy 

demand vs. actual building`s energy consumption), the environmental impact and economic 

benefits/evaluation. There were 20 detailed and 17 walk-through energy audits completed, confirming the 

20-39% of energy savings in renovated buildings with the possibility the same amount to be paid off within 

6-8 years through energy savings.  

V. Available resources 

a) State subsidies 

The Government promotes usage of RES and EE in households under an annual National Programme. The 

implementer is the Ministry of Economy realizing the following support schemes stipulated in the 

programme:  

• up to 30% reimbursement, but not more than 300 EUR (~18,000 MKD), of the costs for purchasing 

and installation of solar thermal collector system;  

• up to 50% reimbursement, but not more than 500 EUR (~30,000 MKD) of the costs for purchasing 

and installation of PVC or aluminium windows; and  

• up to 50% reimbursement, but not more than 500 EUR (~30,000 MKD) of the costs for purchasing 

a pellet stove.  

 
12 http://www.ea.gov.mk/images/stories/E_Izdanija/pravilnik_energetski_karakter_zgradi.pdf, pg. 10 

http://www.ea.gov.mk/images/stories/E_Izdanija/pravilnik_energetski_karakter_zgradi.pdf
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Each year, the program is revised with some new technologies for support being considered that have been 

increasing in terms of allocated funds. By the Energy Strategy13, the interest in the program is obvious given 

the increase in overall applicants each year. The subsidies are realized on the principle ‘first come, first 

served’.  

The new ‘Programme for the promotion of renewable energy source and boosting energy efficiency for the 

2020 year14’ has covered additional categories of applicants or applicants with low incomes for whom the 

percent of subsidies is increased to 70%. 

Additionally, for the last heating season, the Macedonian government has fought air pollution by introducing 

subsidies for households in the four most polluted cities: Skopje, Bitola, Tetovo, and Kicevo. This measure is 

realized through the national electricity generation company AD ESM for subsidizing households who 

replaced old wood stoves with inverter air conditioning with financial support up to 1,000 euros. The total 

reserved budget was 4 million euros and covered 5,200 households from Skopje; 2,500 from Bitola; 1,500 

in Tetovo and 800 in Kicevo. 

b) Municipal subsidies 

• City of Skopje budget:  

• Reimbursement of part of the costs for purchased and installed Inverter air conditioners in 

households,  

• Hire chimney sweep - City of Skopje is reimbursing of part of the costs up to 1200 MKD,  

• Reimbursement of part of the costs for purchased electrical scooter or bicycle. 

• Municipal budgets: There are some recurring subsidies in different municipalities, but at the 

moment there is no active subsidy for EE renovations. 15 

c) Loans 

• Loans by Commercial Banks: Halkbank - Eco loans for individuals, Halkbank - Eco loans for legal 

entities, Sparkasse in cooperation with Energy Community, ECO loans for ECO home- improve 

energy efficiency in your home, Ohrid bank - A++ CASH MORTGAGE LOAN, Ohrid bank - A++ 

SPECIFIC-PURPOSE CASH LOANS, Procredit bank and ЕБОР - Green loan for EE home 

• Loans by Development Banks: Development Bank of North Macedonia JSC Skopje - Financing 

Sustainable Energy Sources Projects: Financing Energy Efficiency Projects, Development Bank of 

North Macedonia JSC Skopje - Financing Sustainable Energy Sources Projects: Financing Renewable 

Sources Projects 

• Loans by Microfinance Institutions: Microcredit Foundation Horizonti, Savings house Moznosti 

 
13 ‘Strategy for Energy Development in the Republic of North Macedonia until 2040’ , pg. 27 
(http://www.economy.gov.mk/doc/2759) 

14 http://www.economy.gov.mk/Upload/Documents/Javen_oglas_peleti_2020_MK.pdf 

 

15 Date of writing: October 2021, during local elections  

http://www.economy.gov.mk/doc/2759
http://www.economy.gov.mk/Upload/Documents/Javen_oglas_peleti_2020_MK.pdf
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VI. Volume of the renovation market 

According to HFHM’s analysis of the official statistical data, as much as 78% of the entire housing stock in 

the country was created during the mass urbanization period (1946‐1989). About 110,000 homes (16% of 

the existing housing stock) need immediate reconstruction. It is estimated that more than 100,000 units 

(apartments in apartment buildings) need energy efficiency intervention.  

According to the Habitat Macedonia’s data and analysis, it is estimated that there are about 12,000 

residential multi-apartment buildings, and about 770,000 dwellings. Majority of these buildings are 30 to 50 

years old, lack thermal insulation and have poor energy performance. About 6% of all residential building 

stock in Macedonia is estimated to meet the national energy performance requirements and belong to 

energy class C or D, while all other residential buildings can be classified in lower energy classes and thus 

need energy efficiency (EE) retrofitting. It is estimated that the investment potential for EE renovation of the 

housing stock in multi-family apartment buildings is 500 million euros. About 11.8% of total households are 

connected to district heating, only in Skopje, the capital.  

To assess the quality of the building stock in Macedonia, we can rely on the data of the State Statistical Office 

from 2014 on energy consumption in households [9]. The share of households that live in dwellings with 

heat insulation amounts to 17.78%. The heat insulation in the buildings (regardless of the year of installation) 

is mainly placed on the external walls, the roof and the ceiling, with floors being the least insulated.  

The relatively low level of energy expenditure and the weak performance on other indicators imply that 

energy-poor people in North Macedonia choose to keep their energy costs low by underheating their homes. 

According to the EU-SILC, in 2019 more than one-third of households were in arrears on utility bills. 

However, other estimations indicate a significantly lower number [12]. The high prevalence of firewood 

usage also throws into question the usefulness of arrears as an indicator of energy poverty in North 

Macedonia. Based on the REACH report, households with one or two members or with more than six 

members are more prone to energy poverty. They comprise 41% of all households [7]. 

Some 75-80% of the population of Macedonia lives in urban areas, half in the wider area around Skopje [10]. 

Forty-two percent of the dwellings are in MFABs [11]. The home ownership rate is 88.3%. Like in other 

Western Balkan countries, the use of decentralized heating systems is dominant, even in urban areas [1]. 

District heating is present in less than 10% of MFABs, all of which are in Skopje. Small heat-only boilers are 

used in about 30% of MFABs, while 60% of the buildings are heated with electric appliances. Although district 

heating is considered the most efficient heating system among them, its technical condition in the whole 

Western Balkan region shows major deficiencies considering the potential of the technology. High energy 

losses and premature deterioration due to low quality water are common, along with a lack of consumption-

based billing. Unlike most Western Balkan cities, Skopje has a privatized district heating company ([1]p41-

43). Further, heating with firewood is surprisingly widespread in urban areas too. According to the HFHM 

study, outside of Skopje the combination of electricity and firewood is very common even in MFABs [13]. As 

a result, inhabitants might be exposed to high levels of air pollution even if they live in a MFAB. The use of 

wet, bad quality wood is very common [1] [7].  

Based on data from 2013 [7], households in agricultural areas spend a smaller share of their income on 

domestic energy than those in urbanised or mixed areas. This might be the result of the easier availability of 

firewood and water for a low price or for free in rural areas. Probably due to the higher unemployment rates 

and limited accessibility of energy sources in cities, energy costs are a heavier financial burden for urban 
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households. Even if the energy efficiency of buildings might be worse in rural areas, energy poverty is not 

necessarily more severe. 

The survey made by HFHM also shows that even the households of higher-middle status areas like Gjorche 

Petrov or Veles spend on average 11% and 9.8% of their income on energy respectively, which is similar to 

the national average. This may indicate that there is a widespread energy efficiency problem in the country, 

rather than a very uneven distribution. Furthermore, the habit of heating only some parts of the living area 

is not confined to family houses: in the abovementioned areas, despite their relatively fortunate financial 

situation, only part of the apartments are heated: in Gjorche Petrov 50.75 m² are heated of the average 

66.69 m². In Veles these numbers are 36.88 m² and 60.5 m². All in all, it seems that people living in urban 

areas and multi-family units face a slightly different kind of energy poverty than those living in rural areas 

and detached houses. Furthermore, the division between Skopje and other cities might be significant and 

would be worth further investigation. 

VII. Value chain analysis 

From the technical aspect, the Macedonian economy and construction sector have sufficient capacities to 

serve the needs for renovation of multi-family apartment buildings. The problem are the prices of insulation 

and construction materials, the socio-economic status of homeowners of multi-apartment units, as well as 

segmentation of the ownership.  

More than 95 % of ownership of multi-apartment buildings in Macedonia is private, so the possibility to 

initiate, organize and implement EE reconstruction project is very complicated. Having in mind the complex 

decision making procedures at the municipal level, and lack of proper management of MFABs, the problem 

is even bigger.   

The different socio-economic status of the homeowners in one MFABs is additional burden in organizing and 

implementing EE measures at MFABS. Municipalities are providing subsidies and even then, there is a 

difficulties to retrofitting the building. 

Habitat Macedonia’s experience in EE renovation of more than 60 apartment buildings with over 1900 

apartments, showed that application of hard measures (replacement of windows and doors, roofing, 

thermo-facade, etc.) are leading to overall annual energy savings of 7910 MWh and annual reductions of 

CO2 emissions of 3670 t. This speaks to the necessity to bring more information, better stimulation and 

organization of homeowners in apartment buildings to implement energy efficiency measures. 

Still, there is significant lack of willingness, interest, knowledge and experience, and very low level of 

awareness among households, to implement energy efficiency measures. Financing for energy efficiency is 

limited, but still the main problem in implementation of energy efficiency measures for multi-apartment 

buildings is related with the organization, the management and the respect of regulations. 

2.3  Design the scheme framework 

So far only Habitat Macedonia provides financial schemes for energy efficiency measures of multi-apartment 

buildings. Aside are financial support from the commercial banks and finance institutions, which are not 

dedicated only to the multi-apartment buildings. 



 

                                        

 

32 

In order to give the families more options, choices and better opportunity to invest in energy efficiency, 

there we two types of loans developed: 

• Loan Type 1 (up to $ 1.500, with period of reimbursement of 36 months and fixed interest rate of 

4%), and 

• Loan Type 2 (up to $ 1.700, with period of reimbursement of 120 months and annual interest rate 

of 3%). 

Furthermore, there are other 6 models of financing, regarding the partnership: 

1. Loans Disbursed to HOA (Model HA) 

2. Loans Disbursed to Specialized Companies (Model SC) 

3. Loans Disbursed to Individual Homeowners (Model IO) 

4. Direct Loans to Individual Homeowners Provided Through Microfinance Institution (Model MFI) 

5. Loans Disbursed to Licensed Companies for Managing Collective Housing Buildings (Model 

CMCHB) 

6. Loans to Homeowners for EE Upgrades in Own Apartments and Contribution/Cost-Share of the 

Local Governments for the Common Spaces of the Building (Model LC) 

However, the model that is the most in use is with the contribution of the local self-government, popular 

subsidies. Habitat Macedonia is promoting the lending directly to the Homeowner’s associations and thus 

developed the Guarantee fund. The aim of the Guarantee Fund is to test a model for partial loan guarantee for 

financial institutions (commercial banks) that are interested to provide loans for homeowners’ associations and 

facility management companies to improve energy efficiency of multi-apartment buildings.  This approach is 

expected to result in increased number of loans for multi-apartment buildings.  

Retrofitting of existing residential buildings is included in the new Energy Strategy with a projected annual 

renovation rate of 1% while meeting the standard for at least C class (90 kWh/m2). With the reference 

scenario, it is assumed that the total final energy savings for the 2040 year will be 57.9 ktoe, while the 

required budget is set on 941.8 million euros. In the moderate scenario, this measure is identical in the 

reference scenario, while in the green scenario, the predicted total final energy savings is 107.2 ktoe for the 

2040 year with 1,708.2 million of euros requested investments.  

According HFHM`s experience in the residential sector, most of the renovation interventions are 

refurbishment of the façade and changing old windows and doors, and more rarely improvements of the 

floors and roofs. Until now, with HFHM`s support there were 64 renovated buildings, and in this project 

there are 4 more piloting buildings that are foreseen for deep renovation. Energy audits were carried out in 

selected buildings determining the energy performance (defined as energy demand vs. actual building`s 

energy consumption), the environmental impact and economic benefits/evaluation. There were 20 detailed 

and 17 walk-through energy audits completed, confirming the 20-39% of energy savings in renovated 

buildings with the possibility the same amount to be paid off within 6-8 years through energy savings.  

However, only improving technical measures will not give the best results, so interoperating soft measures, 

behavioural change and energy efficiency raising awareness is of great importance.   
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I. Main implementation unit 

Residential Energy Efficiency Revolving Fund (REERF) was established in the frame of the USAID and Habitat 

Macedonia financed project “Improving energy efficiency for the low-income households (2011-2015)”.  

The REERF was and is still managed by Habitat Macedonia, in accordance with the statutory provisions, 

developed lending policies and procedures. Income generated from the moderate interest on EE loans 

disbursed served as inflation adjustment and loan loss provision instrument, in order to preserve the value 

of REERF. REERF shall aim for self-sufficiency and sustainability. In this respect, the REERF is open for new 

investors, and for cooperation with the other relevant stakeholders, including local self-governments. 

General description and visual presentation of the different connections regarding the formation and 

establishment of the financial models for Energy Efficient measures is provided below. 

 

Fig. 4. The scheme of REERF 

The REERF is used by Habitat Macedonia for the energy efficient renovation of around 70 multi-family 

apartment buildings in urban municipalities all over the country. 

Thorough the REERF there are two types of loans that are distributed: Loan type 1 for changing windows 

and doors and Loan type 2 for common parts and premises in the multi-apartment buildings (façade, roof, 

floor, stairs, etc).  
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 Loan Type 1 Loan Type 2 

Method of use of funds 

Intended use of funds to change the 

windows and balcony doors (Profile 

and windows, external gutter, 

internal handrails board and patch), 

without blinds, mosquito net, 

painting etc. 

Intended use of funds for 

insulation/recovery/adaptation of the 

common parts of buildings (façade/roof 

insulation, common windows and 

entrance door replacement). Written 

decision concluded by the owners who 

own more than half of the individual units 

of the building is mandatory. 

Amount of the loan up to 1.500 EUR up to 1.700 EUR per homeowner 

Annual interest rate 

(referring to the inflation 

of the euro-zone for loans 

with euro foreign exchange 

clause) 
 

4%, fixed 
 

3%, fixed (for repayment period till 6 

years) 

1-3% fixed interest rate for the first 3 

years, adjusted interested rate for the 

remaining period, depending on the 

inflation rate from the previous year in 

accordance with the formal decision on 

interest rates and other acts of the 

provider of the financial arrangement 

Repayment period 

(monthly instalments, with 

possibility of full or partial 

repayment with own funds 

without provision) 

up to 36 months (or up to 3 years) up to 72 months (or up to 6 years) 

Guarantee instrument 

Other person as guarantor payer 

with executable clause on total 

claim (principal, interest, costs); 

up to 120 months (or up to 10 years) 

Based on the two loan types, 6 different financial models has been developed, and as stated before, the 

most relevant models for the ComAct project are the model with subsidies of local-self-government (LC 

Model) and the model with involvement of Homeowner’s Association (HOA Model). 

a) Model: LC 

In this model the managing body is Habitat Macedonia in corporation with the relevant municipality. The 

connections between Habitat Macedonia, the municipality, specialized company and the tenants is shown 

below.  
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Fig. 5. Financial Model – Municipal subsidies 

b) Model: HA 

This model is focused on the Homeowner Associations (HOAs) and the connections for managing the process 

are as shown below. To support the implementation of this model, Habitat Macedonia established a 

Guarantee Fund that is aimed to motivate the commercial banks to lend finances to the Homeowner’s 

Associations. So far, commercial banks are hesitant to offer special loans for renovation of common premises 

of MFABs, even the HOA are legitimate juridical entity.  

 

Fig. 6. Loans to Homeowners’ Associations (HOA) 
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II. Specific conditions for vulnerable/energy poor households 

In practice, there are no special conditions for the energy poor households. However, Habitat Macedonia 

experience shows some examples of solidarity among homeowners and sharing the costs for the household 

which are in social risk. There are also other examples, as in Prilep, when the municipality was overtaking 

the costs for the retrofitting of the façade for the socially vulnerable households. 

The REERF managed by Habitat Macedonia is accepting retired persons as a loan users, which is very helpful 

for this group of citizens, having in mind that they are simply excluded from commercial banks programs. 

Within this fund, the key partnerships established are: 

• Specialized Companies  

• Homeowner Associations  

• Microfinance Institutions 

• Local Governments  

III. Application procedure 

The process in MFABs goes through five steps:  

1. Promoting financial opportunity for energy efficiency upgrades among homeowners 

2. Facilitating the process of providing consent among homeowners to start retrofitting of MFAB 

3. Offering loans to homeowners/HOAs and examining creditworthiness (if loans go directly from 

Habitat Macedonia) or linking them with microfinance partners  

4. Providing loans for energy efficiency upgrades for homeowners using different financial models 

5. Monitoring loan repayment and energy efficiency retrofitting, providing technical advice for 

homeowners when needed. 

There are strictly defined roles in the process: 

• Habitat Macedonia: Facilitating homeowners to reach consent and starting with retrofitting; 

offering different financial models for energy efficiency upgrades; providing retail loans to 

homeowners, including HOAs; providing technical support to homeowners; involving local 

governance in the process of energy retrofitting of MFABs and thus providing sustainable 

mechanisms for upgrades of housing stock. 

• Private companies: replacement of windows and doors, façade renovations, roofing, technical 

assistance, energy audits. 

2.4 Stakeholders’ involvement  

All of the loans given by Habitat Macedonia are tailored to the family financial capabilities. Habitat 

Macedonia has conducted a survey in municipality of Veles in March 2019 including questions regarding: 

• Households or single-family living in the apartment, taking into consideration of family members 

• Size of the apartment and heated areas  

• Year of building 

• Type of management  
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• Condition of the roof, façade and windows 

• Previous EE measures 

• Willingness to invest in EE measures 

• Priorities for intervention 

• Economic characteristics of the families / households 

• Expected benefits of EE measures  

The most common reasons for owners to invest in EE measures, according the results from the survey are: 

warmer homes, reduction of electricity and heating bills, increasing the value of the apartment and 

contribution to reduction of air pollution. The average monthly amount that the homeowners are prepared 

to invest in EE measures is 1 700,00 MKD for their home and 1 600,00 MKD for the common spaces. From 

the analysis of the survey, it can be concluded that 25% of the respondents have answered that would make 

renovations only in their home, 18% only in the common spaces and 19% would renovate both, inside the 

home and the common spaces. 28% of the participants are not keen on renovating, and the main indicated 

reasons are: financial reasons, already done interventions, the building is new, not interested or elderly 

people, and 2% of the surveyed participants were tenants.  

The best results for convincing the homeowners to invest in EE measures is through education and 

knowledge sharing. In progress is the establishment of Resource Centers RC, where the citizens will be able 

to find more information, materials and advices for efficient improvements regarding energy efficiency. The 

most obvious reasons are: 

1. Better level of comfort in the home (air temperature, thermal bridges, mold atc.) 

2. Family budget savings 

3. Less consumption of energy for heating 

4. Indirect impact of mitigating air pollution  

2.5  Communication 

The general public can be included trough doing some activities on common spaces, such as gardening, 

cleaning etc. Also, the RC can have a wide range of activities for raising the awareness of energy efficiency 

upgrades, delivered by interesting facts, experiences from residents from other MFABs that already have 

implemented different sorts of EE measures, providing materials with concrete examples for the savings of 

energy and family budget after renovating, or practicing soft measures etc. 

For the elderly people, social media campaigns would give that many results, although some of them already 

use Facebook or Viber, but mainly as channel of communication with relatives in different countries. This 

target group can be best reached through morning shows on the national TV channels. On other hand, for 

the “younger” generations as the single parent families, or young couples the social media campaign can 

give better results. Lastly, both of this groups are gathering in neighbourhood parks, using public 

transportation and in some municipalities receive municipal magazine. This point can be used for providing 

more information for the project benefits and the importance of mitigation of energy poverty.  

The HOAs in Macedonia can be addressed by HFHM, first via written mail, and after that meeting can be 

organized. In those meeting, having materials as brochures, info- graphs, PPTs etc. will help for further 

dissemination and better understanding of the project and its benefits. 
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The special focus will be put on municipality of Karposh, as a long-term partner of Habitat Macedonia in 

energy efficiency activities in the MFABs. The municipality of Karposh is participating in other Horizon2020 

project, implemented by Habitat Macedonia under the name EXCITE, as well as the project REPLACE. On the 

territory of this municipality there are active two NGOs which are working on energy efficiency and can 

contribute to this project implementation:  ZLEK - Association of Licensed Energy Controllers and CeProSARD 

- Center for promotion of sustainable agricultural practices and rural development.  

All of the different stakeholders have to be address according their technical knowledge, age, needs and 

priorities. It is important to use the RC as main resource of information in the piloting municipalities, while 

inspiring others to follow this initiative, raising awareness, guiding citizens for the best financial models for 

deep renovation of soft measures and overall knowledge sharing among the wider population. 

The main tools and channels for communication with different stakeholders and target groups within the 

ComAct project are as follows: 

Target groups Main tools Key benefits 

Primary target groups 

Energy poor households 

organised in Homeowner 

Associations 

Project website, brochure, factsheets, 

infographics, newsletters, social media, video, 

newsletters, articles and press releases, EU 

roundtable, Final EU Conference 

Lower energy bills, higher quality 

of life. Easier access to 

information and financial 

supports. 

Secondary target groups 

Cities and Local Government 

Authorities 

Project website, brochure, factsheets, 

infographics, newsletters, social media, 

articles and press releases, policy briefings, 

presentation at conferences, knowledge 

exchange workshops, Final EU Conference 

Better coordination between 

local actors. Urban regeneration. 

Financial institutions  

Project website, brochure, factsheets, 

infographics, newsletters, social media, 

newsletters, articles and press releases, 

presentation at conferences, knowledge 

transfer webinars, EU roundtable, knowledge 

exchange workshops, Final EU Conference 

Increased transparency 

concerning financial 

instruments. Aggregation of 

projects for social housings. 

Building 

management/maintenance 

companies 

Project website, brochure, factsheets, 

infographics, social media, newsletters, 

articles and press releases, knowledge 

transfer webinars, EU roundtable, Final EU 

Conference  

Improved building performance, 

occupant comfort and indoor 

environmental quality 

Improved maintenance and use 

of buildings 

Professionals  
Project website, brochure, social media, 

articles and press releases, peer-reviewed 

Improved technical capacity 

(through trainings) 
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articles, factsheets, infographics, trainings, 

knowledge transfer webinars, knowledge 

exchange workshops, Final EU Conference 

NGO-civil society 

organisations 

Project website, brochure, factsheets, 

infographics, newsletters, social media, 

articles and press releases, policy briefings, 

presentation at conferences, knowledge 

transfer webinars, knowledge exchange 

workshops. 

Increased awareness of energy 

poverty in CEE and CIS regions 

Tertiary target group 

Policy and decision makers 

at local/national and EU 

level relating to energy 

poverty/energy efficient 

renovations   

Project website, Brochure, Newsletters, social 

media, articles and press releases, Factsheets, 

policy briefings, Presentation at conferences, 

knowledge transfer webinars, EU roundtable, 

Final EU Conference 

Increased awareness on energy 

poverty in CEE and CIS regions 

Development of better-tailored 

support schemes 

In addition, Habitat Macedonia has direct link to the RCs located in the municipalities, and also is updating 

the exciting webpage domuvanje.org.mk, to meet the necessary needs, materials and information to serve 

as on-line RC with free access to everyone. In the piloting municipalities of Karposh and Kavadarci, 

responsible persons for successful operation of the RC were appointed, and as for the HFHM web-page there 

is responsible staff member. All of the activities will be managed through the RCs and HFHM. 

2.6  Operational practices and risk management 

The following loan management policies and methodologies were developed and put into place: 

• Loan Pricing Policy - The purpose of this policy is to ensure adequate pricing structure of HFH 

Macedonia’s housing loans, taking into consideration the key requirements and guiding principles 

of sustainable pricing, along with specific needs of HFH Macedonia’s target groups;  

• Lending Authorities Policy – The purpose of this policy is to set the decision making authority of HFH 

Macedonia’s governance and management levels over the lending operations, including loan 

amounts that are considered for approval; 

• Lending Models Policy – The purpose of this policy is to describe the method of operation of HFH 

Macedonia’s revolving funds so as to adequately serve its target groups, providing reasonable 

assurance that key program goals and objectives are achieved; 

• Client Protection Policy – The purpose of this policy is to ensure that HFH Macedonia, as provider 

of financial services to low-income families, retail loans in particular, takes concrete steps to protect 

its clients from potentially harmful financial products and ensure that they are treated fairly; 

• Allowance For Institutional Loan Loss Policy – The purpose of this policy is to ensure that 

institutional loan receivables are accurately tracked in order to manage risk and accurately value 

assets; 

http://domuvanje.org.mk/reelih/
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• Institutional Loan Write-Off Policy – The purpose of this policy is to ensure that the decision to 

“write-off” a loan receivable balance must only be made when a loan receivable balance is deemed 

"uncollectible" and all collection efforts for a particular loan have been exhausted;  

• Institutional Loans Write-Off Recoveries Policy – The purpose of this policy is to track payment 

collection on a loan previously written-off and to reinstate the loan receivable balance in the loan 

tracking system; 

• Methodology for Calculation of Allowance for Loan Loss of Institutional Loans; 

• Methodology for Calculation of Allowance for Loan Loss of Retail Loans. 

Habitat Macedonia follows the risk management procedures that are relevant and consistent with other 

lending programs of the organization. These are prescribed by law, are stated in several organizational 

policies, procedures and other regulations.  

2.7 Next steps for practical implementation 

Next steps in implementation of financial models will be in track with regular Habitat Macedonia’s activities 

for EE retrofitting of the buildings, and will be focus on the two financial models: 

• Subsidies with local governments (through Habitat Macedonia REERF);  

• Loans to HOA using REERF and commercial banks and finance institutions using the Guarantee Fund 

(established to motivate commercial financial institution). 

The municipality of Karposh identified 4 buildings for renovation, and local self-government is ready to 

participate with substantial subsidies for the renovation of the common spaces in the buildings that might 

go up to 50%.  

In municipality of Kavadarci both financial models will be offered to the homeowners in MFABs.  

The Energy Advisory Resource Centers will be included in the communication with the homeowners and 

promotion of the financial models. Habitat Macedonia’s team in cooperation with the local-self government 

will follow regular procedure for loans disbursement. 

Habitat Macedonia’s team will continue with identification of the new buildings in the target and other 

municipalities for the EE renovation, using different financial models to support the process of upgrading 

energy efficiency of the residential sector. 
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3 HUNGARY 

3.1 General Information 

Ownership  Private/mixed 

Program authority  Government of Hungary 

Program Delivery unit  Hungarian State Treasury, Managing Authority of 
the Operational Programme of Environment and 
Energy Efficiency, ÉMI Non-Profit Limited 
Liability Company for Quality Control and 
Innovation in Building 

Implementation Model  Combination of a grant and loan scheme on 
building level 

Operating Services  Marketer / Facilitator / Assessor / Financier 

Projects Financed  Building renovation / Renewable Energy Sources  

Ambition/targets  To combine loan and grant schemes to improve 
the state of multi-family buildings, to increase 
the energy efficiency content of renovations to 
reach 2040 and 2050 national obligations and to 
assist income-poor households to be part of the 
renovation activities 

Beneficiaries  Communities of multi-family buildings 
(condominiums and cooperatives) 

Funding Vehicle  National budget / EU funds/ Property owners  

Financial Instruments  Loans / Guarantees/ Grants 

3.2 DETAILED DESCRIPTION OF THE FINANCING SCHEME 

I. Pre-assessment 

The purpose of the report is to conceptualise a new financial scheme for the deep renovation of multi-family 

buildings inhabited by (partly) low income families, in Hungary. The proposed financial scheme incorporates 

the elements of the loan schemes that are currently available, the elements of the former grant schemes 

that were available in Hungary between 2001-2009, and elements of different financial schemes developed 

for this purpose in other member states of the European Union.  

According to the Long-Term Renovation Strategy of Hungary (July 2021) 27% of final energy consumption 

belongs to residential buildings, but only 6% to the multi-family buildings (where 40% of the population 

lives). The average primer energy consumption per m² is 215 kWh with regard to residential units, which is 
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similar to Poland, Croatia or the Czech Republic. The renovation rate at the residential sector is around 1% 

annually16.  

According to a nationwide survey in 2020 the share of insulated residential buildings is the following in the 

four main building types:  

Table 1.Share of insulated residential buildings (%) 

 Family houses 
Pre-fabricated 

dwellings 

Small (4-10 units) 

buildings, 

traditional 

technology 

Large (over 10) 

buildings, 

traditional 

technology 

Insulated 33 44 26 16 

Non-insulated 63 52 63 77 

Partially insulated 1 4 7 6 

Non-decidable 4 0 4 1 

Source: Long-term Renovation Strategy, 2021 p. 23 

Based on a national technical survey, the Long-term strategy defined those buildings that are the worst with 

regard to their energy consumption (per m²). These are typically family houses, located mainly in rural areas, 

that were built from mud and family houses built between 1945-1960.  

The background studies for the Long-term renovation strategy highlighted that one of the biggest potentials 

(amount of energy saved from one unit of money invested) is in the family houses built before 1980 due to 

their bad energy performance. On the other hand panel buildings have even more potentials despite the 

fact that they are about twice as energy efficient than old family houses, but their renovation is also much 

less costly. Multi-family buildings built after 1990 are very cost-inefficient to renovate due to their high 

energy performance standard.  

According to energy modelling the cost-optimal renovation of the multi-family housing stock would halve 

the current final energy consumption of the stock.   

Even if the economic and environmental benefit of deep renovation is substantial, the pay-off period of the 

interventions is substantial as well. According to a study prepared for the municipality of Budapest in 2018, 

the pay-off period for a deep renovation of a multi-family building built with traditional technology before 

the II. World war is about 20 years, while it is 17 years in case of panel buildings. Even if the energy prices 

on the European market has risen sharply in 2021, which theoretically would have decreased the pay-off 

period, the residents in Hungary are protected from this increase as the residential prices of energy and gas 

are artificially capped by the state since 2013. On the other hand construction prices sharply increase (e.g. 

22.3 % in 2021, and additional 20-30% is expected in 2022.) This fact increases the pay-off period 

substantially.  

 
16 This indicator is based on the share of buildings insulated annually on average in the last 10 years. Consequently 
this is a very rough estimation.  
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II. Energy poverty aspects 

According to indicators, defined by the European Union Statistics on Income and Living Conditions (EU-SILC) 

6.1 % of the population nationwide was not able to warm up adequately their homes in Hungary, while 

26.3% was not able to cool it down properly when needed in 2018.  Based on the same SILC survey 11.1% 

of the households were in arrears in paying the utility bills in 2018. 9% of the population in Hungary paid 

more than twice of the share of their income on energy costs than the national median in 2015. According 

to studies (e.g. by Energiaklub) energy poverty is a major phenomenon in rural areas, while it is less relevant 

in the urban environment. The social groups that are in the biggest risk of being energy poor are low wage 

pensioners, single mothers, disabled and families with a lot of children.   

According to a recent survey, implemented by MRI in District 3 of Budapest among multi-family buildings 

that have a lower than average social status (education and employment status of the residents based on 

2011 census data) the rate of households not being able to warm up their flats was 25%, not being able 

(willing) to cool down the apartments was 41%, and 3% was in arears in paying the utility bills. 13% of the 

surveyed households paid more than 15% of their income on energy (gas/district hearing and electricity).  

Energy poverty is not properly covered in national policy documents and strategies. In practice there are 

three major interventions that have a relevance in improving directly the affordability of energy costs:  

• ‘Social firewood programme’, which is applied in about 70% of all settlements in Hungary (villages 

and small towns). The local municipality is entitled to apply for central funds and then distribute the 

firewood bought from it among their needy residents. According to recent studies households that 

applied for this type of assistance can cover about 1/3 of their firewood needs in a heating season. 

This type of subsidy is irrelevant from the point of view of multi-family buildings as firewood is used 

only in family houses.  

• Definition of ‘protected consumers’, who, in case of generating debt on utilities, are entitled to pay 

in instalments, and in case they are not able, they get special meters (pre-paid meters) that avoid 

them from generating future debts. Households can apply for the title of a ‘protected consumer’ in 

case they receive certain types of social benefits, for which only the most needy are entitled. The 

number of protected consumers are below 50,000 in Hungary (compared to a household number 

of approx. 4.1 million).   

• Beneficiaries of housing allowances. This subsidy scheme became totally local from 2015, thus it 

depends on the financial possibilities of the local municipalities whether they provide it or not and 

for which households. While the number of households receiving housing allowance was over 

330,000 in 2015, just before the state has withdrawn from co-financing this subsidy type, it reduced 

down to 223,000 in 2016 and similar to it in 2017, with an average 3,000 HUF (approx. 10 Euro)/ 

month subsidy level. It means that about 5.4% of the households in Hungary are receiving housing 

allowance, but this rate may be very different in different localities.  

The share and relevance of energy poverty is important in order to evaluate the scale and nature of the 

problem. But the definition of energy poverty on individual household level is less important in case of 

introducing a support programme for the renovation of multi-family buildings. In such a programme the 

interventions have an energy efficiency focus, but the households that may need extra support are simply 

poor inside a condominium community and not specifically energy poor. Thus methods are needed to define 
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the energy goals we intend to reach with the interventions and to find the poor households inside the 

buildings.   

III. Existing legal framework  

• The legal framework regulating the operation, management and renovation of multi-family 

buildings is quite developed in Hungary. Despite the fact that there are on-going critiques against 

the condominium and the cooperative laws, they are much more developed than in most Eastern-

European countries. As regards the critical issues in renovation:  

• Practically all multi-family buildings over 6 units are organised as condominiums. (Or cooperatives 

in a small share.)  

• Condominiums are managed by property managers (‘common representatives’ in Hungarian). This 

manager might be one of the owners, but in most cases professional managers are contracted, who 

are obliged to have certification and being registered in a national register.    

• The decision on renovations not exceeding the ‘regular maintenance and renovation’ of the building 

(e.g. insulation, change of windows, improvement of engineering) requires a simple majority of the 

owners – who are present at a valid general assembly. (In some support programmes formerly, or 

in case of some banks higher rate of agreement may be required, but it rarely exceeds 60-70%).  

• Condominiums are legal entities and are entitled to take joint loans from financial institutions.  

So the legal framework with regard to the operation and renovation of multi-family buildings is quite 

established.  

There are much more deficiencies with regard to the available financial schemes. The only subsidy available 

currently is the interest rate subsidy which exist already from 1988 for the renovation of common parts of 

condominiums and cooperative buildings. The subsidy is 70% of the interest rate in the first 5 years, while 

35% in the next 5 years.  

From 2000 to 2009 a generous subsidy scheme existed with 66% grant for the energy efficient renovation 

of common spaces of multi-family buildings that was complemented by a combination of interest rate 

subsidized loan and the Housing Savings (Bausparkasse) subsidy scheme. This was a kind of an over-subsidy 

scheme from which family houses were excluded.  In 2015 there was an additional launch of a subsidy once, 

providing 50% grant for energy efficient interventions in multi-family buildings. (430 buildings were 

awarded.) Since then, no grant is available for this purpose.  

The energy efficiency goals of the nation state are described in the Long-term Renovation Strategy of 

Hungary and financial schemes are also drafted in the same document, but none of the solutions seems to 

be sufficient: according to the Strategy the goal is to achieve nearly zero energy consumption in 90% of the 

housing stock by 2050, through saving 60% of CO2 emission (compared to 2018-2020) by 2040.  

The major financial tools defined in the Strategy to achieve these goals are the following:  

• Subsidy for the renovation of homes of families that have at least one child. This support scheme 

was launched in January 2020 and theoretically ends in July 2022. It finances the renovation 

measures up to 50% of the costs (and up to 3 million HUF, which is approx. 8,300 EUR).  The subsidy 

can be used for any kind of renovation measures as regards the apartments or the family houses, 

but does not have any energy efficiency obligation. According to surveys the programme is popular 

among the family-house owners, and they use it for the renovation of rooms and bathrooms in the 



 

                                        

 

46 

first place, and the renovation of heating systems is their third preference. This subsidy can only be 

used by individual families but cannot be used for the renovation of the common spaces of multi-

family buildings.  

• Inclusion of EPC (Energy Performance Contracting) and ESCO (Energy Service Contracting) schemes 

into financing of housing renovations. In these schemes the renovation is financed basically from 

the energy saved by a third party (which usually makes the financing of the interventions as well). 

Taking into account that deep renovation has a high upfront cost and a long payback period the 

third parties usually do not enter into such a long-term contract. In addition the longer the ESCO 

contract period is the higher the risks are (e.g. energy prices, energy saved) which should be shared 

between the house owner and the ESCO company. This risk sharing is theoretically possible, but 

results in extremely complicated contracts, which can hardly be explained and accepted by the 

community of owners. That is why ESCO contracts are extremely rare in case of deep renovation in 

the privately owned multi-family housing sector all over Europe.  

• From the 6 of December 2021 the government announced a programme for the instalment of solar 

panels either independently or linked with the instalment of new electricity based heating systems 

and the change of windows. The programme, which provides 100% grant - is planned to be financed 

from the Resilience and Recovery Fund - as soon as it is accepted by the European Commission. 

Those households are eligible for the subsidy, where the income/head of the owners of the property 

do not exceed a certain amount (which is around the average income in Hungary). In evaluating the 

individual tenders those families have a preference who live in more remote areas and have more 

children. Thus this subsidy scheme has a slight social character. One of the disadvantages of this 

subsidy scheme is that is supports the instalment of solar panels and heating systems without 

insulating the building envelope thus the energy consumption of the property is not reduced, only 

the energy source is replaced by a more environment friendly one.   

• In 2017 a Residential Energy Efficiency Loan Programme was introduced as part of operational 

programmes financed dominantly from EU funds. This programme offered interest free loans for 

the energy efficient renovation of family and multi-family buildings. (No more than 25% of the funds 

was allowed to be used for the renovation of multi-family buildings.) The loan was distributed by 

the Hungarian Development Bank, through commercial banks that had a direct contact with the 

clients. In practice most of the funds were used by family houses for the instalment of solar panels. 

Very few multi-family buildings were able to benefit from this subsidy scheme as the administrative 

requirements and the collaterals requested (lien up to 20% of the loan) made it nearly impossible 

to take the loan (only 60 buildings benefitted between 2017-2019). The Long-term Renovation 

Strategy referred to the possible continuation of this loan scheme in the future.  

• The most efficient tool for implementing energy efficient interventions both in the residential and 

non-residential sector is considered to be the Energy Efficiency Obligation Scheme that was 

introduced in 2021, however it is far from being developed in detail. There is a strong belief from 

the government side that it is possible to reach substantial energy savings purely on market based 

solutions through the energy providers (electricity and gas providers) who implement certain 

interventions at the final beneficiaries’ premises. However, even the Strategy admits that the 

market will find those interventions that are considered ‘lower hanging fruits’, which are the smaller 

scale interventions in the SME or public building sector, but certainly not the deep renovation in 

the residential building sector.   
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The planned (and partly implemented) measures represent two extremes but nothing in between: either 

there is an over-subsidy (50-100%) for interventions that have limited energy efficiency outcome, but able 

to absorb the labour force in construction and increase the prices; or the market is the only actor that has 

to secure the energy efficiency at the final consumers.   

In addition, the current legal requirements encourage the wrong renovation order in terms of energy 

efficiency. Under TNM Regulation 7/2006, which regulates the energy parameters of buildings, major 

renovation, i.e. renovation involving at least 25% of the building's surface area, is subject to strict technical 

obligations: in case of major renovation it is obligatory to reach a certain cost-optimal level of interventions. 

In practice, this means that if a building undertakes external insulation, this will significantly increase the 

upfront costs as additional interventions are obligatory to implement. This requirement, which is technically 

justified, in the absence of public subsidy, leads buildings to forget about insulation and concentrate on the 

modernisation of the heating system which then will be adjusted to the originally high energy use. 

IV. Main beneficiaries  

The current subsidy scheme (interest rate subsidy) does not have neither a technical nor a social target. It 

can be used for the renovation of the common parts of condominiums and cooperatives.  

The renovation subsidy scheme which we conceptualise in this document should take into consideration 

different goals which legitimize the definition of different target groups:  

• Energy efficient interventions have an external benefit for the society as a whole (less CO₂ emission, 

less pollution), thus it is reasonable to provide a generic subsidy for each household in case it 

implements energy efficient interventions. (The scale of the subsidy will be discussed in a separate 

chapter.) 

• As over 90% of the housing stock is in private ownership in Hungary, the renovation interventions 

must be paid by the private owners, no matter how income poor they are. This income poverty may 

have a double negative effect in case of renovation: 1) the poor owners may vote against the 

renovation and in case they represent the majority of the owners that are present in a general 

assembly, they may paralyze the renovation process. 2) In case the majority of a condominium 

community votes for the renovation which result in higher contribution to the common costs and 

the minority of residents who are income poor may not be able to pay accordingly, they may be 

crowded out from the community and have to leave the building in order to avoid generating 

arrears. Any of these possible negative consequences should be avoided with a support scheme.   

V. Available resources 

As was mentioned before, currently there is only an interest rate subsidy available – from 1988. There is no 

data available on its scale, but it does not seem to be substantial. (Banks reported low number of 

beneficiaries in interviews, and for smaller scale projects.) As property managers expressed, communities 

are waiting for a potential future grant scheme (as it existed before 2009) and try to avoid taking big loans.  

There are practically no sources on the renovation of residential buildings in the Hungarian Recovery and 

Resilience Facility Plan (which is anyhow not accepted by the Commission).  

There are no clear guidelines and plans about the exact measures and budgetary frameworks of the future 

support on the renovation of multi-family buildings. The most probable source of action will be the 
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Operational Programme on Environment and Energy Efficiency (KEHOP Plusz and VEKOP in Budapest). The 

most updated version of these operational programmes (from September 2021) does not provide a clear 

set of information on the potential beneficiaries, the ways of implementation (most probably through 

Energy Obligation Schemes and ESCOs as they are named in the Programme) and the scale of resources.  

The only information that can be extracted from the draft operational programme is the indicated number 

of renovated residential units (whether it is a family house or a multi-family building is not clear) with a 

higher energy efficiency: 4,500 units by 2024 and 27,000 units by 2029. What independent experts 

emphasize is that 120-130,000 dwellings should be renovated each year in order to reach the goals to be 

energy neutral by 2050. These indicators are far from these goals.    

As most of the condominiums and cooperatives are eligible for the supported loan, other commercial loans 

are practically not used. However, there are small scale support programmes in some local municipalities 

that provide co-financing for urgent ad smaller scale interventions in condominium buildings. (E.g. in out 

pilot location, in District 3 of Budapest there was a subsidy scheme that provided 30% subsidy for small scale 

renovations up to approx. EUR 5,500/building, with a budgetary framework of EUR 195,000. Thus the 

programme was not a substantial one and was terminated in 2021 due to the budgetary cuts caused by the 

Covid pandemic.) 

VI. Volume of the renovation market and potential for energy and financial savings at 
household level 

In case we make a calculation on the renovation of 100,000-130,000 housing units annually, in order to 

reach carbon neutrality by 2050, it would result in 250-350 billon HUF/year (EUR 700-900 million a year).  

In case we assume that on average 50% energy should be saved by deep renovation in order to reach the 

cost optimal level we should convert it into financial savings. For this we have to consider:  

• The heat is metered on apartment level in case there is individual heating or district heating with 

individual meters in the apartments. In case there are no individual meters the buildings are 

metered separately in case of district heating. So any energy efficient intervention in the building is 

reflected in reduced energy costs on building level, that however can be split between the 

apartments differently (either by m², or with a combination of a flat rate and the size of the 

apartments to balance between the different position of the flats inside the buildings).  

• The way of heating as most of the heating sources contain a basic, fix fee and a variable fee, and 

savings can only be materialised from the variable part. In case of gas the fix part is not substantial 

(about EUR 25 annually) while it may reach half of the total costs in case of district heating.  

• The average costs for utilities/household in Hungary was approx. EUR 100/month in 2017. This may 

cover several cost items, including energy.   

To put the concept of energy savings on heating into numbers, we can benefit from a recent survey of MRI 

among multi-family apartment owners in District 3 of Budapest. According to this survey the average 

monthly cost of district heated flats was 14,000 HUF (EUR 39/month). In case we consider that about half of 

it is a fixed fee, while 50% is variable, 50% energy saved would result in an annual savings of 42,000 HUF 

(EUR 120).  
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In case we consider the data regarding gas heating, the average monthly cost was 9,500 HUF (EUR 26.5), 

and being aware, that about 90% of it is a variable cost, than 50% energy saved would result in an annual 

saving of 51,300 HUF (EUR 143).    

On the other hand, even if in order to reach the cost-optimal level interventions in the whole multi-family 

building stock, 50% energy saved would be needed on average, it also means that many of the buildings 

have the potential to save more for the cost-optimal level. On building level this rate may be 60-70%.  

VII. Borrowing capacity and willingness of the beneficiaries  

Taking joint loans in the name of condominiums is a normal practice already (the first joint loans were taken 

in the beginning of the 2000s). There are two major impediments however:  

• Due to the lack of grant schemes and the limited interest rate subsidy schemes (max. 10 years 

duration, 70-35% of interest) the instalments of renovation loans are still high and far exceed the 

amount of energy that can be saved. Thus taking a renovation loan may be a good opportunity but 

certainly not for the poor.  

• There are still condominiums and cooperatives that may not be eligible for renovation loans, either 

due to the high level of arrears they have (more than 10% of the total amount of annual 

condominium fee, which is usually a criteria at commercial banks to take the loan), or due to their 

inability to provide down-payment or deposit for the loan.   

From the recent survey of MRI among 200 multi-family housing owners in District 3 of Budapest it turned 

out, that despite their lower than average social status – compared to Budapest average – still 55% of the 

respondents would take a renovation loan and pay a monthly 8,000 HUF (EUR 22.5) for the instalments.  

VIII. Value chain analysis: accessible expertise, capacity and quality of the construction 
sector 

There is a general scarcity of construction capacities, and the situation worsened lately due to the large scale 

EU financed infrastructure developments and building constructions, and the intensified state subsidies for 

constructing new dwellings and renovating family houses and apartments. So both the labour force and the 

expertise have a shortage.   

There is an advisory system set up in 2015 (but started to operate in 2021), provided by the Chamber of 

Engineers for free (and financed by the state) that gives advice on basic energy efficiency interventions in 

apartments and family houses and for SMEs. The system does not include multi-family buildings.  

As a result of an EU funded H2020 project (RenoHub) 3 one-stop-shops were opened (2 in Budapest in 

December 2021 and 1 in Zalaegerszeg) to provide tailor made advice on energy efficient renovation of family 

and multi-family buildings. There are limited experiences as of yet regarding their effectiveness, but there is 

definitely one issue that has to be solved: the RenoHub project ends in November 2022 and the one-stop-

shops have to be self-sustainable by that time.   
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IX. Inspiration from EU Member States 

Lithuania  

The Lithuanian scheme to support the energy efficient renovation of the multi-family buildings started to 

became very successful from 2013, when the local municipalities gained further roles. The system have 

several aspects to consider in designing a new scheme for Hungary:  

• The combination of grant and loan schemes 

• The long term duration of renovation loans 

• The calculations that the loan instalments should not exceed the energy saved 

• The active role of local municipalities to create urban energy efficiency plans and assist 

condominiums to implement the renovations  

• The extra financing – 100% payment of loan instalments – for those owners that are getting heating 

compensation 

Estonia 

The Estonian KredEx Fund for renovation loans is also applied for many years, and generated a lot of 

experience that is worth considering:  

• The combination of grant and loan schemes 

• Stable scheme for decades, which is reliable 

• Extra subsidy not for individuals but for more marginalised areas (territorial targeting)  

• Higher grant share for higher level of energy saved 

• Housing Investment Trust (state financial agency) for those condominiums which are not 

creditworthy for commercial banks 

• 80% state guarantee for condominium loans 

• 20 years duration of the renovation loan is possible (16 years is the average)  

3.3 Design the scheme framework 

The desired (currently non-existing) support scheme would have the following two major pillars:  

Strengthening the general framework of financing of the renovation activities:  

• Interest rate subsidy for the loans to renovate the common parts of condominium and cooperative 

buildings. The scheme would be provided from national sources – or from CO₂ quotas, or from 

payments from the energy obligation scheme. This loan scheme would be quite similar to the 

currently existing one, with some modifications:  

 The subsidy would be 70% of the interest in the first 10 years and 35% of the interest in the 

next 10 years. (Thus the duration of the subsidy would double).  

 The conditions of the commercial banks would be more controlled by the state: 1) the marge 

on the interests would be maximized, 2) the entry conditions (like the maximum share of 

owners being in arrears with the condominium fee) would be eased, 2) the collateral 

obligations regarding high deposits should be reduced.  
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 In return to the more ‘beneficiary friendly conditions’ the state would provide 80% guarantee 

for these types of loans.   

• Reducing the currently 27% VAT on residential building renovation to 5%. (This is the case in new 

construction currently under certain circumstances.). It might be worth investigating whether a cap 

is needed on the reduction of VAT (e.g. up to 2 million HUF/flat).  

• Re-introduction of the Housing Savings scheme (Bausparkasse) that was terminated in 2018. This 

scheme provides a certain amount of subsidy for each amount of money saved for 4 years (with a 

maximum subsidy level) and it is also tied to a relatively preferential loan. Contracts can be signed 

either by natural persons or by condominiums and cooperatives. This scheme was very successful 

in co-financing both family and multi-family building renovations.  

• Concentrated efforts are needed in the secondary and tertiary education and in specified training 

courses to create much more educated labour force for the construction industry. The current 

capacities are not enough even to meet the current demand. Any extra subsidy might easily lead to 

a skyrocketing increase of construction prices.  

Providing extra subsidies for energy and social purposes:  

• Grant scheme which is provided for reaching different levels of energy efficiency. A basic grant level 

(20%) would be accessible for all applicants that promise to save at least 25% energy (on heating or 

electricity.) In addition 10+ 10% bonuses may be provided for additional energy saved. (E.g. 10% for 

saving additional 15% energy, and 10% more for reaching the cost-optimal level of interventions 

(7/2006 TNM decree). The applicants have to work out a building renovation passport and start 

implementing the renovations accordingly. The first 20% of the grant would be provided ex-ante to 

the investment, while the bonuses would be provided after the investment is complete and energy 

savings are proved. In case the co-financing besides the grant component is paid from (subsidized) 

loan then the bonus can be deducted from the capital component of the loan. The grant scheme 

may be financed from EU sources (Next Generation EU). The grant scheme would include a 

thorough monitoring system. It includes the monitoring of the results (energy saved), defining the 

new energy labels and direct links to the national monitoring systems that need precise data to 

calculate energy saved on national level.  

• Additional 35% of subsidy may be given based on social targeting. By this the subsidy rate may reach 

55-75% in case of low-income families. The subsidy would be provided not to the household but to 

the account of the condominium/cooperative, with the obligation that this amount must reduce 

the contribution of the specific low-income household. The eligibility of the households would be 

set by the local municipalities, which would get a special dedicated amount from the state to 

distribute for this purpose. (It might be required from a national Social Climate Fund). The eligibility 

may be based on the eligibility for housing allowances (approx. 5.4% of the population gets it), but 

as the housing allowance system is a purely local one from 2015, it heavily depends on the financial 

possibilities of the local municipalities. Thus a poor municipality might operate a very selective 

housing allowance system, while a wealthier one may run a more generous scheme. In order to 

avoid these inequalities the local municipalities would get funding for this specific co-financing 

purpose.  
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The grant scheme and the loan scheme would be independent from each other, however most probably 

they would be linked on project level (as it happened before 2010.) It is important, that the loan scheme 

alone would be efficient enough to generate renovation activities without the grant scheme, but the grant 

scheme may result in higher energy saved and more social justice in the implementation.  

The schemes above are designed for multi-family buildings as currently very generous subsidy schemes are 

available for family houses. In case those subsidies are terminated, the alignment of subsidy conditions and 

the extension to family houses may be considered.  

I. Target market 

According to the European guidelines special strategy has to be developed on national level – incorporated 

to the Lon-term Renovation Strategy – for that residential building segment which has the worst 

performance. However, as technical surveys proved, the worst energy parameters can be found among 

family house buildings. The technical parameters of multi-family buildings are much better than that of 

family houses, and there is no overarching difference in energy parameters between different types of multi-

family buildings (if they are built before 1982).   

As regards the loan scheme, it would work on a purely market basis, thus those condominiums and 

cooperatives can get it that are more active in the market. The loan scheme is not tied to energy efficiency 

interventions but can be used for any kinds of renovation measures regarding the commonly owned spaces 

of multi-family buildings.  

The grant scheme would be targeted to energy efficiency performance and social purposes. No special 

building segment is targeted. It would be more important to reach the deep renovation of annually 100,000-

130,000 residential units (which would be about 3% of the housing stock each year).  

The subsidy scheme is designed to avoid the lock-in effect (less efficient interventions that however rejects 

the owners from implementing renovations on the same elements of the building in a short notice) through 

the application of the building renovation passport. The scheme tries to encourage to reach 50% energy 

saved on average (to reach the cost-optimal level in each building).  

II. Necessary resources 

In case we calculate an annual 115,000 housing units to be renovated. 40% of which would be a multi-family 

unit, and taking 2.5 million HUF as an average renovation cost (EUR 7,000), then the total cost would be 115 

billion HUF. With a 50% grant: 57 billion, while about 5% of the residents would get an additional 35% subsidy 

(12.6 billion HUF). Considering that 95% of the residents would take a 20 years subsidized loan, the subsidy 

content might be about 14 billion HUF annually. Thus the maximum burden on the state for the energy 

efficient renovation of the multi-family housing stock would be around 84 billion HUF annually (EUR 230 

million billion), vast majority of which may come from EU sources.    

III. Implementation process:  

a) Main implementation unit  

The loan component of the system would not require any specific implementation. It can be managed by 

the Hungarian National Treasury (MÁK).  
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The grant component would be financed from European Funds, thus its implementation should be linked to 

the managing authority of the specific operational programme. However the duties with regard to the 

implementation of the grant scheme (including the evaluation of the applications, the monitoring of the 

energy performance, the management of the specific funds for the local municipalities to finance income-

poor households) would require specific capacities. Thus it is advisable that the management tasks are 

delegated to a specific government agency, like the ÉMI Non-Profit Limited Liability Company for Quality 

Control and Innovation in Building. (This organisation has already managed renovation subsidy schemes in 

the past and still have strong links to the construction sector and research & development.) 

b) Eligibility criteria  

As regards the loan scheme, it would continue on being used for any kind of renovation in the common parts 

of condominiums and cooperatives. For the grant scheme also all multi-family buildings would be eligible, 

however each has to have a building renovation passport, that conceptualise the series of interventions that 

are needed on the long run to reach ‘zero emission’ (according to the current draft on the modification of 

EPBD it would result in lower than 80 kWh/m²/year).   

c) Types of projects 

Partial renovation and deep renovations are also possible, but for the grant scheme the building has to work 

out a building renovation passport and renovate accordingly, in order to avoid that partial renovation leads 

to ‘lock-in effect’.  

d) Specific conditions for vulnerable/energy poor households 

In order to avoid that low-income residents paralyse the renovation process, or they are crowded out due 

to the dramatic increase of the common costs, a specific subsidy scheme would be designed for them. First 

we considered to provide additional grant (up to 75% of the renovation costs) to those households who are 

already receiving housing allowance (approx. 5.4% of the households). On the other hand it is important to 

know that housing allowance is a local subsidy from 2015, thus the eligibility criteria and the amount of it 

depends very much on the financial capacities of the specific local governments. In order to avoid that low-

income households do not get extra co-financing for the renovation work in poor localities, we suggest to 

set up a dedicated financial pool (from the Social Climate Fund) that each municipality may obtain based on 

specific indicators (e.g. social poverty indicators) and can decide locally how it will be distributed to support 

low income families in co-financing the renovation activities.  

e) Application procedure, ranking 

One of the most important feature of the subsidy scheme must be its predictability. It should not only pop 

up and be used on a first-come-first-served basis, but should be a long-lasting programme, for which both 

the beneficiaries and the market actors can base their own strategies. Thus it is very important that the 

application phase is open at least twice a year and the conditions do not change significantly throughout the 

years.  

The evaluation criteria can prefer those planned interventions that are more complex and lead to cost-

optimal solutions. This will result in higher costs – subsidy – from the state (EU funds) but may lead to the 

achievement of the carbon neutrality goals of Hungary.  
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IV. Typical structuring of the projects and trigger points 

The size of a typical project cannot be properly estimated as the size of the multi-family buildings and their 

current technical state is very different. However, the process of the project development and 

implementation would be very similar:  

1. Technical assessment of the building and the preparation of the building renovation passport (the 

preparation of the passport must be an eligible cost for grant, with a cost limit).  

2. Discussion of the technical steps to be taken and the approval of the measures at the general 

assembly (50%+1 vote is needed).  

3. Signing a preliminary contract with a financial institution to co-finance the renovation works (with 

an interest rate subsidized loan). Potential inclusion of Housing Savings contacts, if owned by the 

community or the owners can transfer the ownership rights of their personal contacts to the 

building. The loan should cover the renovation costs up to 70% (10% down-payment, 20% ex-ante 

grant)  

4. Asking for at least 3 bids for the renovation works.  

5. Preparing the application - most probably with the involvement of an external expert. (The expert 

cost should be an eligible cost for grant, with a limit)  

6. After being awarded, the renovation works should be implemented in 18 months. (The 

management costs of implementation should be eligible cost with a limit.) 

7. After quality checks by the state agency, the remaining 10+10% subsidy is transferred, which will 

reduce the capital costs of the loan.  

3.4 Involved stakeholders  

I. Homeowners  

In case of combining all the subsidies (loan, grant, housing savings), the subsidy content may go up to 65-70 

%. It is further increased in case of income-poor households to 80-85%. The instalment on the own share 

(15-35%) might be realistically compared to the energy saved thanks to the renovation interventions.  

On the other hand it is important to note that according to the experiences of the previous generous subsidy 

schemes (between 2001-2009) it turned out that finally the owners were not primarily interested in the 

energy saved rather the visual improvement of the building and the increase of the comfort level.  

II. Property managers (common representatives)  

For the property managers participation in a tender for grant is an opportunity and a burden at the same 

time. The market of property managers is competitive, where successful applications may increase the 

prestige of the management company. On the other hand, taking part in a grant application is a huge work 

overload, which is mostly not compensated by any extra payment for the manager. So in order that the 

property managers have a direct financial interest in the project, their extra costs should be included into 

the set of eligible costs.  

III. Local municipalities 

Many of the local municipalities were active stakeholders in co-financing grants for energy efficient 

renovation of multi-family buildings and informing communities about the possibility already between 2001-
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2009. Many of the local municipalities still provide small scale grants or loans for these purposes. However, 

due to the centralisation process in government in the last 12 years and the withdraw of funds from local 

municipalities, the local authorities have very limited capacities to influence the renovation process. They 

still have the most thorough overview about the social problems in their localities and many of them operate 

a kind of housing allowance system. Thus they can be the most appropriate actors to provide tailor made 

help to the most needy residents and also would be able to assist the least organised communities. But for 

this purpose, they should also be beneficiaries of the Social Climate Fund and gain financial means for these 

purposes.  

IV. Commercial banks  

There are some commercial banks that issue renovation loans for condominiums and cooperatives for 

decades (e.g. OTP bank, Raiffeisen bank). These banks were not at all keen on issuing those interest free 

loans that were provided for renovation purposes between 2017-2019 (mostly for family houses), as those 

loans were managed by the Hungarian Development Bank (MFB) and the commercial banks were only 

agents and the underwriting procedure was completed twice. Commercial banks are much more efficient – 

and motivated – to sell their own products, and believe in joint loans, but in order that the market be 

widened and condominiums and cooperatives with higher risk factors (e.g. higher arrears rate) would be 

involved in financing, and extra security is needed, that should be provided in the form of a state guarantee. 

(The condominium renovation loan market were kicked off as a result of a guarantee product by the IFC in 

the beginning of 2000s).  

V.  Supply chain 

It is one of the biggest dangers that the subsidy scheme will lead to a sharp increase in the demand for 

renovation which is not followed by the increase in supply and consequently the prices will go up so 

substantially, that the subsidy will be practically ‘inflated’.  This is what usually happens when a big subsidy 

stream is poured to the market. From this point of view a much more moderate subsidy with a longer period 

to be used would be a better choice. On the other hand Hungary is well beyond its obligations with regard 

to the goals set for 2040 and 2050 (not for 2030, as for that deadline very moderate goals are set). So in 

case we wait for the market to grow and develop it smoothly, we may lose years for increasing the 

renovation rate from 1 to 3%.  

This problem is recognised by many member states and there are already attempts taken to limit the artificial 

increase of construction prices. These attempts aim to set a maximum price which is subsidized, or increase 

the subsidy amount in case the price goes down. Despite of all these examples, we are afraid that any 

intervention into the market mechanisms may result in extra costs in administration (checking and indexing 

eligible prices) and perverse effects (like the need to increase the own-share of final beneficiaries).   

That is why there are two major steps we consider crucial to avoid the irrational increase of renovation 

prices:  

• The state should announce that the support scheme is not a ‘once in a lifetime’ project, but a 

programme that will continue on in the duration of the 2021-2027 budgetary period of the EU, so 

both the demand and the supply can evolve step by step.  

• The supply side of renovation should be enlarged and the competition should be strengthened. It 

may require extra efforts for education and training and extra efforts with regard to the operation 
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of the Economic Competition Authority (GVH) to charge fines whenever price coordination of 

companies is visible on the market.  

3.5  Communication 

Based on the experience of the renovation subsidy scheme that existed between 2001-2009 it takes time to 

introduce a complex new scheme, but as Hungary has already had memories of a former scheme and many 

buildings were renovated that time, we believe that a new scheme would be much easier to introduce. Both 

the local municipalities, the property managers and the property owners are waiting for any kind of subsidies 

for years now. Thus, a campaign in national media streams would make the actors move again.  

3.6  Resources for operation 

The operation of the drafted subsidy scheme would require substantial amount of human resources on 

different levels. First the multi-family building communities have to invest in time and resources to prepare 

the renovation passports (roadmaps) and organise the operation of the communities. The success heavily 

depends on the property managers.  

The local municipalities also would need additional resources in order that they can assist building 

communities and set up and operate the framework of tailor-made subsidies for the income-poor 

households.  

Additional human capital would be needed on state level as well in case the technical monitoring of the 

renovations planned to be much more thorough than in any other subsidy schemes that existed before in 

Hungary.  

As regards legal changes, no substantial change is needed, as the operational framework of multi-family 

buildings is already set, commercial banks are familiar with joint loans, and there are heritages of grant 

schemes as well. Thus the most needed component of the scheme is the political will.  

3.7  Risk management procedure 

The drafted combined loan and grant scheme may contain several risks, that should be considered carefully:  

• The commercial banks try to implement too high marge on the renovation loans which will increase 

the financial burden on the state while not reduce enough the financial burden on the private 

owners.  

• The renovation loans combined with guarantees and favourable conditions coupled with the re-

introduction of the Housing Savings scheme and the reduction of the VAT on renovation will require 

too high financial contribution from the state and may not be sustainable on the long run.  

• As a result of the grant appearing on the construction market the prices go up and the grant 

component is ‘inflated’.  

• The municipalities may find it difficult to set up and administer a tailor-made support mechanism 

to assist the income-poor households to co-finance the renovation measures.  



 

                                        

 

57 

• The thorough monitoring process would require much labour force and administration that may 

slow down and complicate the renovation processes.  

3.8  Monitoring scheme 

As was mentioned before, one of the keys to success is the quality control of the implementation and the 

monitoring of the energy performance of the renovations that are implemented. The current government 

concepts bases the implementation of energy efficient interventions in the building stock on the energy 

obligation scheme – which is not developed yet – which would be certified by an energy audit organisation. 

We believe that an energy obligation scheme is far not sufficient to implement large scale renovation in the 

multi-family building stock (which is one of the most complicated segments from an organisational point of 

view), but the capacity that is designed for implementing energy audits may be linked to the combined loan 

and grant scheme that was presented here.  

What would be an important aspect of the programme is that it is not based on energy performance 

promised but on energy performance achieved.  

3.9 Next steps for practical implementation 

There are significant barriers for introducing the scheme that was drafted above. There are political barriers: 

there is no willingness to support substantially the renovation of multi-family buildings from public 

resources. Thus decision makers should be convinced first which would require the creation of strong 

argumentation and financial model building as a first step. (This was partly completed by some NGOs 

already). Then strong coalition building is needed with the interested non-political expert groups, unions 

and NGOs to strengthen the voice of interested parties.  

There are financial barriers as well, as the Recovery and Resilience Fund proposal is not approved by the 

Commission (and anyhow did not contain measures for the renovation of multi-family buildings) and due to 

the  rule-of-law conditionality mechanism that most probably will start soon against Hungary any other 

funds from the European Union are frozen. Thus there are no sources for a more generous subsidy scheme. 

First these financial barriers should be cleared, and then the Operational Programme on Environment and 

Energy Efficiency should be redesigned.  

Legal changes are also necessary: the government decree on housing subsidies (12/2001) should be changed 

in order to modify the conditions of the subsidized loan for the renovation of multi-family buildings. Changes 

might also be necessary with regard to the VAT on renovation. 
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4 Lithuania 

4.1 General Information 

Ownership  Private/Mixed  

Program authority  Owner/decision-making body 

Program Delivery unit  Operational management  

Implementation Model  N/A  

Operating Services  Marketer / Facilitator / Assessor / Financier / etc. 

Projects Financed  Energy Efficiency / Renewable Energy Sources / 
Energy cooperatives / etc 

Ambition/targets  Mission and vision, relation to national or local 
policies 

Beneficiaries  Potential applicants / users of the services 

Funding Vehicle  National budget / EU structural funds / Financial 
Institutions/ Property owners 

Financial Instruments  Loans / Grants/ Guarantees 

 

4.2 Detailed Description of the Financing Scheme 

I. Pre-assessment 

The main objectives of the described financing scheme are to reduce energy poverty and improve energy 

affordability for all segments of society by making buildings more energy efficient. At the same time, a 

positive environmental impact will be achieved, meeting the objectives of the Green Deal.  

The first step of the implementation of the renovation policies is to get the co-owners of the building to 

decide on the renovation. Apartment owners need to cooperate, but their different social backgrounds and 

lack of knowledge about energy efficiency do not allow them to take the necessary decisions together. 

Information is needed on what will change after renovation, and the indicators achieved must be clear and 

measurable. Renovation also requires commissioning a technical project, negotiating the details of the 

contract and overseeing its implementation, some of which many apartment owners do not have the 

capacity or expertise to carry out, so a technical consultant is essential. Once the decision to opt for 

renovation has been made, the issue of financing is very important, motivated by grants. Another important 

aspect is the responsibility mechanism. Residents need to be sure what result to demand and where to go 

if the goals is not achieved. The legal mechanism must be very clear, and residents must be involved in all 

stages of the renovation through their representatives. 

Change is not only hampered by a lack of information, but also insufficient pace of renovation due to the 

unfavourable economic cycle, although in the long term, if the package of support measures is properly 

designed, the renovation surge could provide a boost to both the construction sector and the overall 

national economy. The lack of attractive financial instruments (instruments must include investments in 

solar or wind power plants using renewable resources, loans for small renovation projects that contribute 
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to energy efficiency by investing in one or more energy efficiency measures (e.g. heating systems (e.g. 

renovation of energy efficiency measures such as roof or attic insulation, windows, etc.), other financial 

instruments aimed at reducing thermal energy consumption, rational use of energy resources, efficient use 

of housing, improvement of the living environment and the quality of life of residents. 

II. Energy poverty aspects 

Energy poverty is a broader phenomenon than poverty in the general sense - it is also influenced by the 

condition of housing, energy efficiency, heating system, etc. It is a distinct form of poverty, associated with 

a range of negative consequences for people's health and well-being. It causes psychological effects and 

social isolation, so the problem requires a comprehensive solution that combines social, environmental and 

economic aspects.  

The fight against energy poverty needs to be enshrined in key national strategic documents, with a legal 

mechanism for achieving these goals. In Lithuania, for example, the state covers the full cost of renovation 

for the disadvantaged. There is a system of grants, where the percentage of the grant depends on the level 

of energy efficiency achieved in the building (more on this in the Lithuanian case study). The legal basis for 

renovation decisions is important. In Lithuania, for example, under the Civil Code, a 50% plus one vote is 

enough to make a decision on the renovation of a multi-apartment building. 

In order to establish an effective social support system for households in energy poverty, it is essential to 

define the concept of energy poverty in legislation. For example, in Lithuania, persons experiencing energy 

poverty are identified with vulnerable consumers, thus narrowing the concept of energy poverty. It is also 

necessary to establish poverty indicators in national legislation (e.g. Lithuania uses the EU Energy Poverty 

Observatory's indicators in certain cases (households in arrears with utility bills; inability to heat their homes 

adequately due to lack of funds; high proportion of income spent on energy costs; hidden energy poverty).  

III. Main beneficiaries  

The direct beneficiaries are homeowners (for example, in Lithuania, almost 90% of people live in their own 

homes rather than in rented ones, so efficiency issues are very important to them).  A secondary group is 

the state, which has an interest in reducing the number of people in energy poverty, as it saves budgets on 

social benefits and support, and meets its climate commitments and reduces emissions. Private investors 

also benefit from loans and guarantees for renovation processes, and the activities of construction 

companies and manufacturers of renovation materials are boosted. Finally, communities benefit from 

renovation by becoming more mobilized through joint activities, leisure spaces and a more beautiful and 

functional environment.  

For homeowners, the motivating factors for renovation are: aesthetic benefits, sound insulation, control 

over individual home heating, increase in property value, lower heating bills and a longer lifetime for the 

building. On the other hand, socio-economic transformation processes are important for EU Member States 

to communicate their climate commitments. Renovation is the key to reducing energy poverty. It is 

important to note that renovation processes also cover a wide range of building-environment and 

manufacturing sectors, contributing directly and indirectly to economic development and job growth. 
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IV. Available resources 

The planned renovation volumes and state funding should be set out in long-term strategies. For example, 

in Lithuania, the National Energy Development Programme (NEDP), adopted at the end of 2021, foresees a 

near doubling of the number of households that spend a large share of their income on energy by 2030 

(from 17.1% in 2016 to 8.6% in 2030). By 2030, €2.6 billion will be allocated to the NEDP. By 2030, 200,000 

households in energy poverty are expected to benefit from a system of state incentives and support in the 

field of renewable energy and energy efficiency, with additional support measures planned for municipalities 

to develop solar parks (Citizens' Energy Communities) or other measures to help reduce energy poverty.  

It is important to find appropriate cooperation schemes involving State resources, European funds and 

private financial institutions. Budgetary resources are limited and renovation projects are not very attractive 

for private financiers due to the long payback periods, so it is important to consider guarantee and soft loan 

mechanisms. Direct loans are also often not suitable for residents, and it is most convenient for the project 

administrator to deal with the financial issues and for the amounts to be distributed to the residents through 

monthly bills and over a longer period. It is also important to note that, at least in Lithuania, energy efficiency 

programs have been most successful when they have been designed as development programs rather than 

pure climate finance instruments. 

The volume of the renovation market in in Lithuania is based on the assumption that 75% of the building 

stock was built before 1992. More than 10% of the renovation has been completed so far, as the remaining 

part is an object of renovation, as the potential for energy and financial savings at household level is 

estimated at least 40 %. 

It is important to enshrine in legislation the poverty level at which support measures are applied. In 

Lithuania, there is no such indicator, but the Ministry of Energy is currently discussing the idea of introducing 

an energy poverty level of 15% of household income spent on energy resources. A study conducted by the 

Lithuanian Energy Institute showed that 17% of households exceeded this threshold in 2019. 32.4% of 

households spent more than 10% of their income on energy and 10.1% spent more than 20%. 26.8% of 

households were unable to heat their homes sufficiently and 7.4% were late in paying their utility bills. 

V. Inspiration from EU Member States 

Latvian case 

In Latvia, residential renovation is carried out using the Sunshine project in the framework of ESCO model. 

Latvia has a large number of Soviet-era buildings with low efficiency and large and non-functional buildings. 

ESCO is a model where an Energy Services Company (ESCO) achieves energy savings at a property or portfolio 

of properties as a service. This model guarantees savings for a set period of time in exchange for payment 

from the energy cost savings. Sunshine run on the basis of cooperation between ESCO and ERDF, 

institutional EU fund. The aim of interventions is not only to reduce energy consumption but also to improve 

the home comfort for the people.  

Latvian Government try to set up mechanisms which support the technical and financial feasibility of energy 

efficiency investments and initiated program of renovation based of Energy Performance Contract model 

(EPC). It means that final user pay the same bill as before the renovation to a House Management Company 

(HMC), which is responsible for the overall operations. The HMC pays a reduced fee to the energy providers. 
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Due to implemented energy efficiency measures and the bill savings are used to pay the ESCO. This method 

has the disadvantage that, due to the size of the buildings and need of overall refurbishment, only large 

projects are usually implemented. The projects are financed up to 40 % from the ERDF and the remaining 

part is obtained from the savings of energy bills. All projects are implemented by ESCO, they guarantee a 

determined level of energy savings and obtains the funds from ERDF plus the energy saved on the monthly 

bill through on-bill financing for the first 20 years. The program is a successful, but it faces financial 

challenges. ESCO have to invest large sums of money up front, with returns only during many years. To deal 

with this situation the Latvian Building Efficiency Fund was created in order to buy the receivables of ESCO 

which can be converted in financial products to be sold on secondary financial markets.  

4.3 Design the scheme framework 

Housing efficiency in Lithuania is about 1.8 times lower than in most EU countries, which is why retrofitting 

multi-apartment buildings to reduce energy consumption is one of Lithuania's sustainable development 

priorities. In Lithuania, 75% of the building stock was built before 1992. 

According to Eurostat, Lithuania has a large number of people in energy poverty (around 25%), the second 

highest in the EU after Bulgaria. It is feared that this number will increase further with the significant increase 

in energy prices in recent years. 

Factors contributing to energy poverty in Lithuania: low income, inefficient energy consumption, high energy 

prices, lack of consumer awareness, skills and motivation, lack of effective policy measures (measures do 

not respond to the needs of the target groups), lack of a monitoring system for energy poverty, lack of 

involvement of local government and NGOs in reducing energy poverty. 

Lithuania established its own national program on energy efficiency in buildings and from the start, it has 

been addressing the problem through the budget, European funds and private financial institutions. In the 

area of thermal efficiency improvements, the return on financial investments was spread over a longer 

period than the market could commit to, and the primary objective was to facilitate energy efficiency 

investments by combining commercial loans with public grants of up to 50%, based on the energy 

performance of the buildings achieved. Loans allowed for the long-term and medium-term reuse of public 

financial resources, while grants based on actual energy savings encouraged high energy efficiency. A lending 

scheme for energy efficiency in buildings was set up, based on the JESSICA framework developed by the 

European Commission and the European Investment Bank (EIB). A JESSICA Holding Fund was in place for the 

period 2007-2013, with a total volume of €227 million. Of this amount, €127 million was provided by the 

European Regional Development Fund (ERDF), with an additional €100 million co-financed by the Lithuanian 

national budget. Soft loans did not require third-party loan guarantees or loan insurance, only a very low 

own contribution. The grant components included 100 % support for the preparation of the renovation 

documents and a 15 % interest subsidy through debt write-offs if at least 20 % energy savings were achieved, 

and an additional 25 % write-off for energy savings up to 40 %.  

The program implemented 479 building renovation projects in 2007-2013. They reduced the consumption 

of natural gas for heating in these buildings by an average of 62%, resulting in significant reductions in 

heating bills for the families living in them. The programme also led to contracts with 300 companies 

providing 14,000 jobs for renovation work, and 90% of the materials were locally produced. 
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The 2014-2020 funding framework has been improved and encourages greater involvement of private 

investors. Private capital raised half of the total €300 million from pension funds and private banks, doubling 

the size of the programme. Technical assistance to the renovation sector is provided by the specially created 

Housing Energy Efficiency Agency (BETA). Lithuania is also tapping into the potential of climate-related funds 

(e.g. the "Multi-apartment Modernisation Fund" finances loan schemes for owners of multi-apartment 

buildings, managed by private banks. By 2018, the fund had disbursed more than €80 million to more than 

237 projects). 

Lithuania has recently set up an EIB-managed Leverage Fund. The banks participating in the Leverage Fund 

will finance loans for the modernisation of multi-apartment buildings from their own resources only, 

supported by ERDF-financed "first loss" portfolio guarantee instruments. These guarantees provide 80 % risk 

coverage for loans. 

The massive ESIF-financed investments in energy-efficient retrofitting of residential buildings have laid the 

groundwork and prepared the population for the phasing out of subsidies, creating a long-term incentive 

for consumers to achieve energy efficiency, while saving a significant amount of public money on subsidies. 

In order to stimulate the development of renovation and to prevent technical aspects from slowing it down, 

the Lithuanian government developed the EnerVizija implementation methodology, whereby the renovation 

of buildings was initiated by the municipalities, which appointed project administrators responsible for 

project implementation. Homeowners had to decide by a simple majority vote whether they wanted their 

building to be renovated under the investment scheme proposed by their municipality. The renovation loans 

were taken out by a centralised building management company, with repayments made through monthly 

building management fees for each apartment, and technical assistance was provided to the municipalities 

by a consultancy company that prepared the technical documents. This has simplified the supervision, 

contracting and management of municipal projects, resulting in a fivefold increase in the number of projects 

completed.   

The decision to reimburse 100 % of the renovation costs for families in need and the law adopted in 2013 

to reduce home heating allowances for families in need who refuse to participate in the renovation scheme 

were very important steps in the reduction of energy poverty. 

Complementary financing mechanisms and key partnerships 

Energy efficiency projects may be supported such financial measures as the Energy Performance Contracts 

(EPC), Energy Service Agreements (ESA), Managed Energy Service Agreements (MESA) or Property Assessed 

Clean Energy (PACE) and other.  
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The financing for the investment can be provided directly by ESCO or through financial institution. In that 

case risk is moved away from the final users to ESCO which manages entire project.  

 

 

Fig. 7. Involvement of ESCO in renovation projects 

With regard to the ComAct objectives, only PACE is suitable to support energy efficiency investments to the 

residential sector.  
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4.4 Communication 

To ensure good communication with the target audience, both local and general communication tools 

should be used. General means presenting the benefits of renovation in TV reports, programs, web portals, 

expert opinions, public debates; local means would include meetings with the specific community, residents, 

answering specific questions, sharing best practices, etc. Respectively, different audiences should have 

different communication strategies, adapted for different social backgrounds, education, income levels, etc. 

In order to achieve that, suitable communication materials as images, videos and success stories with real 

results are needed, as well professional communication specialists and advertising budget. 
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5 Ukraine 

5.1 General Information 

Ownership  Public / private / mixed  

Program authority  Owner/decision-making body 

Program Delivery unit  Operational management  

Implementation Model  N/A  

Operating Services  Marketer / Facilitator / Assessor / Financier / etc. 

Projects Financed  Energy Efficiency / Renewable Energy Sources / 
Energy cooperatives / etc 

Ambition/targets  Mission and vision, relation to national or local 
policies 

Beneficiaries  Potential applicants / users of the services 

Funding Vehicle  National budget / EU funds / Financial 
Institutions / Investment Funds /  
Project/Property owners / ESCOs / etc. 

Financial Instruments  Loans / Equity / Guarantees / etc. 

5.2 Detailed description of the financing scheme 

I. Pre-assessment 

As of September 1, 2021, the Energodom program is being implemented in Ukraine. The Energodom 

program was developed by the state Energy Efficiency Fund. The Energy Efficiency Fund is a government 

institution providing instruments for thermal innovations in multi-family buildings where homeowners 

associations were established (HOA). The Fund provides support in the form of grants to homeowners’ 

associations and comprehensive technical solutions for energy-efficiency renovations in multi-family 

buildings in line with the best European practices. Once implemented, these solutions will not only enable 

multi-family building co-owners to save on their utility bills, but to also increase their standard of living. The 

Fund’s activities are funded from the State Budget of Ukraine and financial support from the EU and German 

government. The Energy Efficiency Fund Program is implemented in cooperation with the International 

Finance Corporation (IFC), Deutsche Gesellschaft für Internationale Zusammenarbeit (GIZ) GmbH and the 

United Nations Development Program (UNDP).    

In its work, the fund is guided by the Law of Ukraine "On the Energy Efficiency Fund" No. 2095-VIII dated 

June 8, 2017. The Energodom program is valid from August 16, 2019 to December 31, 2023. The budget of 

the efficiency fund is UAH 3,635,397 thousand. at the same time, condominiums of Ukraine submitted 713 

applications for the amount of UAH 5,697,397 thousand.   

As a rule, local authorities of Ukraine make decisions on additional funding or cost compensation for HOAs, 

that received funding from the Energodom program. So, by the decision of the session of the Odessa City 

Council, 20,000 thousand of UAH were allocated to finance the Energom program for 2021-2023. 
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There are no other sources of financial support for the energy modernization of apartment buildings in 

Ukraine. Thus, the only reliable sources of financing for the energy modernization of apartment buildings in 

Ukraine are: the Energodom program with co-financing mechanism from local authorities, own funds of co-

owners of apartment buildings and targeted capital repairs programs financed from local budgets.   

The Energom program provides partial compensation of the cost of implementing thermal modernization 

projects (only complex measures, not individual works). Program contain 2 packages:  

Package “A” - (light) Consists of relatively inexpensive energy efficiency measures with a high return on 

investment (primarily modernization of the heating system, hot water supply and lighting of 

common areas). 

Package "B" - (complex) includes the activities of package "A", as well as thermal insulation of the 

building envelope 

Capital repairs programs are aimed at repairing common property in apartment buildings, namely, the 

technical systems of the house, the supporting and enclosing structures of the house. 

II. Main beneficiaries 

Grant recipients under the Energodom Program can only be HOAs whose houses were built before 2006. 

The capital repairs programs apply to all HOAs / housing cooperatives, the service life of which is more than 

25 years and provides for the repair of technical systems of the house, load-bearing constructions and 

building envelope of the house. 

Carrying out energy modernization (repair) for these beneficiaries will allow: 

• To reduce energy consumption; 

• To reduce utility bills; 

• To improve the appearance of the house; 

• To improve comfort and living conditions; 

• To increase the value of real estate; 

• To protect the environment; 

• To improve the technical condition of the house; 

• To extend the life of the house. 

III. Building stock analysis 

The multi-apartment housing stock of Ukraine consists of 180,456 houses with a total area of 984,800 

thousand square meters.  

The multi-apartment housing stock of the city of Odessa consists of 8289 houses, with a total area of 19300.2 

thousand square meters. 

According to the requirements of DBN 2.6-31:2016 "Thermal insulation of buildings", 65% of the multi-

apartment housing stock in the city of Odessa, are subject to energy modernization. 

Technical surveys of apartment buildings in the city of Odessa, which participate in the ComAct project, have 

established: 
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• 100% of houses do not meet the requirements of the standard energy consumption for heating, 

hot water supply and lighting of common areas, the energy efficiency of these houses is below class 

"C"; 

• load-bearing constructions and building envelopes of the surveyed houses are in a satisfactory 

technical condition; 

• the system of heat supply, water supply and sewerage needs to be repaired and partially replaced. 

IV. Existing legal framework 

The Civil Code of Ukraine, the Housing Code of Ukraine, the Law of Ukraine "On the Features of the 

Implementation and Ownership Rights in Apartment Buildings", the Law of Ukraine "On HOAs", the Law of 

Ukraine "On Cooperation" determined the rights, obligations and responsibilities for: 

• co-owners of apartment buildings; 

• OSMD and housing cooperatives; 

• local self-government bodies and central executive authorities of Ukraine. 

These laws define the legal relationship of these entities with the co-owners of apartment buildings. 

Law "On Energy Efficiency" No. 1818-IX of October 21, 2021 determines the legal, economic and 

organizational foundations of relations arising in the field of energy efficiency in the production, 

transportation, transmission, distribution, supply and consumption of energy. 

The Law of Ukraine "On the Energy Efficiency of Buildings" No. 2118-VIII dated December 1, 2020 defines 

the legal, socio-economic and organizational principles of activities in the field of ensuring the energy 

efficiency of buildings and is aimed at reducing energy consumption in buildings. 

The Law of Ukraine “On the Energy Efficiency Fund” No. 2095-VIII dated June 8, 2017 determines the 

conditions and procedure for the provision of grants by the Energy Efficiency Fund “to beneficiaries for 

partial reimbursement of eligible costs associated with the implementation of energy efficiency measures”. 

On the basis of this Law, the Energodom Program was developed, which was approved by the Supervisory 

Board of the Fund on August 16, 2019. 

The Law of Ukraine "On Architectural Activities", the Law "On the Regulation of Urban Planning Activities", 

a methodology for determining the energy efficiency of buildings, approved by Order No. 169 of July 11, 

2018 of the Ministry of Regional Development of Construction and Housing and Communal Services of 

Ukraine, DBN V.2.6-31: 2016 "Thermal insulation of buildings" are aimed at settling technical and 

organizational requirements during energy modernization of buildings.  

The legislation of Ukraine provided the legal, technical and economic background for the energy 

modernization of the housing stock, but did not impose an obligation on the executive authorities to provide 

financial support for the energy modernization of the housing stock in Ukraine. 

V. Available resources 

Article 16 of the Law of Ukraine “On Energy Efficiency in Buildings” defines the following sources of funding: 

“Financing the energy efficiency measures in buildings is carried out at the expense of the owner (co-owners) 

of buildings, funds from the state and local budgets, other sources not prohibited by law, as well as on the 

basis of public-private partnership or energy service”. As for 01.012022, there are two main sources of 
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funding for energy modernization of HOAs buildings in Ukraine – program Energodim of the state Energy 

Efficiency Fund and special co-financing programs of local authorities. 

Program Energodim of the state Energy Efficiency Fund has two source of financing. One of them is state 

budget, second - International donors. As for 01.012022: 

• State budget - no funds provided. 

• International donors UAH 3,635,842 thousand for 2019-2023 

• Special co-financing programs of local authorities provides different types of financial support for 

HOAS 

• The budget of the Odessa city is 20,000 thousand UAH for 2019-2023 

HOAs have the opportunity to obtain a loan from banks on the following conditions:  

Only for HOAs under the 

Energodom Program for: 

Interest rate Maximum amount Loan terms 

from 11.3% per 

year 
20 million UAH 

84 months 

1 Energy audit 

1% commission on 

the loan amount 

once 

Own contribution 30% 

2 For the preparation of 

project documentation 

from 11.3% per 

year 

Own contribution 30% 1% commission on 

the loan amount 

once 

3. To implement energy 

efficient measures 

from 11.3% per 

year 

Without own 

contribution 
0.1% commission 

on the loan 

amount monthly in 

the first year 

Depending on the selected bank, the conditions may change. 

  HOAs and Housing cooperatives 

Financing of any measures, 

including energy efficiency, 

not related to the 

Energodom Program 

(equipment materials, works 

Interest rate 12.5% 

per year, 

+ commission 1% of 

the loan once 

UAH 3 million 

 

Own contribution 20% 

84 months 
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(services) for HOAs / Housing 

cooperatives 

It should be noted that the following results were obtained during the surveys of HOAs/ Housing 

cooperatives leaders about possible sources of funding for energy modernization in their houses: 

• 100% due to co-owners' contributions; 

• 11.7% obtaining a loan; 

• 5.1% assistance from sponsors; 

• 17.65% Energodom Program; 

• 17.65% Warm Loans Program. 

Thus, only 11.7% of respondents consider loans as a tool to finance the energy modernization of their 

homes. 

Available financing sources 

• HOAs and Housing cooperatives own funds; 

• Grants, charitable assistance; 

• Budget transfers from state and local budgets only for HOAs; 

• Targeted programs of capital repairs financed from local budgets. 

VI. Potential for energy efficiency investments 

A recent survey of 200 households established that the income levels in Ukraine are as follows:  

• minimum income UAH 1860; 

• maximum income UAH 50,000; 

• average income UAH 10,240. 

In comparison, Household energy expenses are: 

• minimum consumption 54 kW / hour per month; 

• maximum consumption 833 kW / hour per month; 

• average consumption 241 kW / hour per month. 

Technical inspection of apartment buildings convincingly revealed that energy resources coming to 

apartment buildings are used inefficiently. 

The account of thermal energy and electric energy is conducted by common house meters. In fact, the 

annual expenditure of resources was:  

• heating from 41.48 to 108.58 kWh per m2 per year, average 85.9 kWh per m2 per year; 

 electricity for the house from 0.21 to 3.47 kWh per m2 per year, an average of 1.28 kWh per 

m2 per year. 

These figures significantly exceed the regulatory requirements for comfortable living and indicate energy 

inefficient use. 

Consumption of heat and electricity can be reduced by: 
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1. Cheap measures: 

• regulation of air exchange in attics and basements; 

• warming of pipes with the heat carrier; 

• partial waterproofing of coverage around the building; 

• replacement of incandescent lamps with LED ones; 

• installation of thermal screens in apartments. 

The costs of these events will range from UAH 50,000 to UAH 100,000. for a house with a total area of 4000 

m2, this will reduce energy consumption up to 20%. 

2. Measures of the average cost of spending: 

• installation of an individual heat point; 

• replacement of windows and doors with energy efficient ones; 

• installation of heat energy metering units with temperature controllers in apartments. 

The cost of these activities will be from 200.000 UAH. up to 500.000 UAH, this will reduce energy 

consumption by up to 25% - 35%. 

3. Expensive activities:  

installation of heat pumps, installation of solar collectors, installation of solar power plants on the roofs of 

houses, installation of ventilation systems with recuperations, insulation of building envelope. 

The costs of these events will amount to UAH over three million. 

Implementation of these measures will reduce energy consumption by 50-70%. 

5.3 Design the scheme framework 

The investment strategy consists in searching for financial resources available for HOAs/housing 

cooperatives and directing them to the implementation of measures with the maximum reduction in the 

consumption of energy resources for personal use by households and HOAs/ housing cooperatives for 

maintaining the common property of an apartment building. 

The investment strategy for the implementation of the ComAct project is formed taking into account the 

main factors affecting the energy modernization of apartment buildings, namely: 

1. Possibility of access within 2 years to financing sources for the energy modernization of HOAs / 

housing cooperatives buildings. 

2. Technical condition of HOAs/ housing cooperatives houses. 

3. Recommendations of specialists on priority measures for the repair and energy modernization of 

each particular house. 

4. Opinion of the co-owners on the amounts and schemes of financing acceptable to them, the 

payback periods of the activities. 

The main goal of the OHU in ComAct is to analyze the possibilities of HOAs / housing cooperatives in 

accessing financial resources from any sources, to search for mechanisms to influence entities empowered 

to provide financial support to HOAs / housing cooperatives in the energy modernization of their homes, to 
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assist HOAs / housing cooperatives in planning and efficient use of financial resources. Thus, the main target 

group (beneficiaries) are co-owners of apartment buildings, including low-income households. 

However, in the conditions of the unstable economy of Ukraine and, as a result, the unstable state of family 

budgets, planning activities, the implementation period of which exceeds 2 years, is associated with high 

risks of non-fulfillment. This can lead to inefficient investment of funds and discredit the very idea of energy 

modernization of the housing stock. In order to be attractive for households, the results of energy 

modernization should be financially tangible. A cost reduction of less than 15-20% will not be perceived by 

households as a successful investment of their funds in these activities.  

Repair and modernization of the systems of the builing and its structure will be determined by the decision 

of the general meeting of co-owners on the basis of acts of technical inspection and thermography of houses, 

taking into account the recommendations set out in the energy audits. 

The planned number of buildings that will be modernized under the ComAct project by 2023 is 3, and by 

2025 - 5. As of March 15, 2021, applications for participation in the ComAct project from 50 apartment 

buildings have been submitted to the Odessa Housing Union, further acceptance of applications has been 

temporarily suspended. The total area of these houses is about 300 thousand square meters. The number 

of apartments in these houses is about 5400, the number of people living in these apartments is 15000 

people. All these buildings can be repaired and modernized if the general meetings of these condominiums 

/ housing cooperatives decide on their modernization and funding is provided. As mentioned above, repair 

should ensure the normative state of the technical systems of the house, the bearing structures and building 

envelope, and save energy at least 20%. In terms of assisting energy poverty households, ensuring the 

normative state of the thermal and technical characteristics of the house will reduce the cost of energy 

resources and reduce the cost of repairing the structural elements of the house by eliminating periodic 

freezing of building envelopes, condensation in the premises of the house, reducing the number of 

expensive emergency repairs of the technical systems of the house, extending the life of apartment 

buildings. 

Regarding to the results of ComAct Survey, which was provided by OHU in 200 households in Odessa city on 

September 2021, the energy poor households can provide the following costs for EE modernization in their 

houses:  

• The expected cost of one (average 50 sq. m.) household for the repair and modernization of an 

apartment building per year will be 1,000 UAH (33 euros). 

• The owners of an average, 80-apartment building are able to allocate 2,580 euros for repairs. The 

state and local budgets may allocate from 6020 to 2580 euros for these purposes, and even then 

not for everyone. 

• We expect that the financial resources that will be directed to the modernization of one average 

house will be from 8.6 to 5.2 thousand euros per year. 

Thus, without increasing the share of the state budget in the cost of energy modernization of the house, the 

introduction of expensive measures is possible only for condominiums under the Energodom Program with 

loans for 5-7 years.  
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I. Main participants (final beneficiaries) 

The main participants in the scheme are the HOAs/housing cooperatives - non-commercial partnerships, 

legal entities, created to maintain common property in apartment buildings. The founders are the owners 

of apartments and non-residential premises in these buildings. The main sources of financing for the 

activities of HOAs / housing cooperatives are contributions from participants for the maintenance, repair, 

re-equipment and modernization of the common property of an apartment building. The amount of 

financing for the maintenance of the house is from 4 to 10 UAH (0,1-0,3 euros) per square meter of the total 

area of the apartment per month. Contributions for repairs and modernization range from 0 to 5 UAH per 

square meter of the total area of the apartment per month. Due to the large indebtedness of the population 

for housing and communal services, these organizations practically do not have the opportunity to 

accumulate funds for the repair and modernization of their homes. 

II. Benefits for the main participants, including energy poor households 

For households: 

• use of saved funds for education, medical care, nutrition, culture, etc.; 

• increase the comfort of living in the house; 

• increase the comfort of living in the house; 

• improving the comfort of living in the house; 

• increase of ecological safety; 

• reduction of debts of household members for energy resources and, as a result, strengthening of 

their position in society. 

For HOAs / housing cooperatives, the manager of an apartment building: 

• reduction of receivables; 

• replenishment of working capital; 

• the ability to plan and carry out a comprehensive repair and modernization of apartment buildings; 

• improvement of operational characteristics of the house; 

• prolongation of terms of operation of the house; 

• reduction of payback periods for energy modernization projects. 

For construction sector businesses: 

• expansion of the list of services provided, work performed; 

• improvement of technology for energy modernization of the housing stock, which will lead to an 

increase in profits; reduction of greenhouse gas emissions. 

For the state: 

• reduction of expenditures of budgets of all levels for benefits and subsidies; 

• decommissioning of hazardous and harmful to humans energy facilities; 

• increase of social activity of the population; 

• increase in life expectancy of the population; 

• increase in the educational and cultural level of the population. 
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III. Managing bodies  

1. Governing bodies of HOAs are: 

• general meeting of co-owners of HOA; 

• meeting of authorized persons;  

• Board of HOA; 

• Audit Commission of HOA. 

 2. The governing bodies of the housing cooperative are: 

• general meeting of members of the housing cooperative; 

• meeting of authorized persons; 

• board of the housing cooperative. 

IV. Implementation process 

Regarding to the many year experience of Odessa Housing Union Association the funding scheme must meet 

the following criteria: 

• provide the entire energy modernization project with financial resources for 115% of the total 

planned costs; 

• payback period of planned costs of co-owners should not exceed 7 years, priority is given to the 

minimum period; 

• receipt and use of financial resources for energy modernization must not violate the legislation of 

Ukraine and contradict the charter of condominiums / housing cooperatives; 

• co-owners of an apartment building must finance the energy modernization of their home in the 

amount of 10 to 100% of the project cost. 

Possible types of projects: 

1. For HOAs houses under the Energodom program (valid from 08/16/2019 to 12/31/2023): 

• Light package (A) 

• Complex package (B) 

2. For HOAs / housing cooperatives buildings under the draft program initiated by Odessa Housing 

Union and directed on legal way to Odessa city Council "City target program for co-financing capital 

repairs of common property of apartment buildings in Odessa city of for 2021-2026" (draft of 

program - subject to consideration at a session of the Odessa city Council): 

• overhaul of load-bearing structures and building envelope of the house and its technical equipment; 

• overhaul of fire safety systems; 

• overhaul and modernization of elevators; 

• conducting a technical survey of the house and developing design estimates; 

• emergency response and repair (restoration) in multi-apartment buildings in cultural heritage sites. 

3. For HOAs / housing cooperatives houses at the expense of their own sources of financing 
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• any measures for the energy modernization of an apartment building that meet the eligibility 

criteria (valid from the moment of state registration of HOAs / housing cooperatives). 

4. For HOAs / housing cooperatives houses on the terms of co-financing with the deputy fund 

• any measures for the energy modernization of an apartment building that meet the eligibility 

criteria and agreed with the deputy of the Odessa City Council (valid for the period of the term of 

the deputy of the City Council). 

The optimal time for the HOAs/housing cooperatives meeting to make a decision on energy modernization 

comes in the second month of the heating season, before which the tariff for thermal energy was increased 

and there was a real opportunity to receive financial support from the state. 

 

Fig. 8. Financing scheme for homeowners’ associations in Ukraine 
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Fig. 9. Financing scheme for housing cooperatives in Ukraine 

Legend: 

1. Partial repayment of costs from the budget of Ukraine and the European Union  

2. Partial repayment of costs from the city budget 

3. Application for participation in the "Energodom" program, reporting on the expenditure of financial 

resources 

4. Partial repayment of costs incurred for energy audit; project documentation and its expertise works, 

equipment and materials; services of technical and author's supervision; certification of energy 

efficiency of the building 

5. Loan for energy modernization 

6. Loan repayment and maintenance 

7. Leasing for paid use of the common property of an apartment building and adjacent territory. 

8. Payment for the property use 

9. Payment for audit, project, works, equipment and materials, supervision and certification 

10. Performing audit, design, works, equipment and materials, supervision and certification 

11. Application to the deputy of the city council about the need for repairs 

12. Deputy decision about repair 

13. Payment for works, equipment and materials 
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14. Execution of works, supply of equipment and materials 

 

Co-financing program for capital repairs of the common property of apartment buildings in Odessa for 2021-

2026 (lobbied by the Odessa Housing Union Association) 

1. Partial payment of expenses from the city budget  

2. Partial payment of expenses from the city budget      

3. Performance of works, services, supply of equipment and materials, design estimates and 

supervision. 

 

Revolving Fund (lobbied by the Odessa Housing Union Association). 

The Association Odessa Housing Union considers Revolving Fund as an independent project for obtaining 

loans for HOAs / housing cooperatives on preferential interest rate 3-5% per year for the energy 

modernization of their homes. This idea found support from the leaders of HOAs / housing cooperatives in 

the city of Odessa. To create a revolving fund, you need a starting capital in the amount of UAH 10-12 million. 

Organizational and material technical resources necessary for the management of the revolving fund are 

available in the resource center of the HOA Association. 

V. Typical structuring of the project 

a) Example 1: Housing cooperative "L" 

Housing cooperative "L" is a nine-story apartment building with a total heated area of 11102.59 m2. Number 

of apartments 215.  Housing cooperative members 86.5% of the total number of apartment owners. 

Accounts receivable of apartment owners to housing cooperative - UAH 457,000. 

Accounts payable of housing cooperative to services providers - UAH 75,000. 

The accumulated costs in the house repair fund - 109,000 UAH. 

Average, for the last 3 years, the amount of consumed thermal energy - 964.39 Gcal per year (1120814.06 

kWh per year). The actual costs of housing cooperative "L" for heating amounted to UAH 1,185,235. 

It is proposed to the general meeting of housing cooperative members "L" to modernize the elevator unit 

and install an individual heat point with weather regulation on 960 kW. 

The cost of dismantling the elevator unit and replacing it with individual heating point 960 kW, putting it into 

operation is 250,000 UAH. The expected savings in thermal energy from the implementation of this measure 

is 25%. The payback period for the installation of an individual heating point 960 kW is 0.84 years. 

Possible sources of funding: 

• own funds; 

• local budget through the fund of deputies of the city council;  

Funding tools: 

• use of the accumulation fund; 

• collection of debts from apartment owners; 

• bank loans; 
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• additional collection of costs to special funds from apartment owners; 

• Income from leasing the common property of the house; 

The proposed decision to the housing cooperative members is to carry out modernization by using 

accumulated costs in the special fund and collection of debts from debtors. The total amount of funds will 

be about UAH 300,000. 

The use of loans is not economically feasible due to their high cost. The use of the deputy fund is associated 

with high risks of not receiving money and, as a result, loss of time and lost profits in an amount exceeding 

the funds received from the deputy fund. 

b) Example 2. Housing cooperative "M" 

Five-story apartment building with a total heated area of 3090 m2, 80 apartments. 

members of housing cooperatives 56.3%, total consumption of thermal energy for the year 217.17 Gcal, 

heating costs amounted to 266896 UAH 

Proposed technical solution:  

• install an individual heat point on 320 kW with weather regulation; 

• insulate heating pipes in the basement; 

• install blinds to regulate the air exchange rate in the basement. 

The cost of the project is 170 thousand UAH. 

Expected savings - 93 413.6 UAH. per year, the payback period of the event is 1.81 years. 

Accounts receivable of apartment owners to housing cooperative - 113879 UAH. 

Credit debt - "0" 

Accumulated funds in the housing cooperative repair fund - UAH 30,000. 

Lack of funds UAH 140 thousand 

Possible sources of funding: 

• own funds; 

• local budget through the deputy fund. 

Funding tools 

• accumulation fund (overhaul fund); 

• collection of debts from apartment owners; 

• a bank loan is not available because members of the housing cooperative are not reach 85% from 

the apartments owners in the house; 

• additional collection of costs from the owners; 

• payment of rent from the delivery of the common property of the house; 

• apply to the deputy fund.  

To the General Meeting was offered the following financial instruments for energy modernization: 
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1. Conclude an agreement with a communication service provider for the use of the infrastructure of 

the house, and send the funds received to the overhaul fund UAH 12,000 per a year. 

2. Increase contributions to the overhaul fund in the amount of 2 UAH from sq.m. - 74 thousand UAH. 

3. Collect accounts receivable in the amount of UAH 62 thousand. 

4. The funds of the deputy fund, if received, should be sent to the capital repair fund. 

In total, send 178 thousand UAH for energy modernization. 

c) Example 3. Homeowners’ association "P" 

10-storey 60-apartment building with a total area of 4433 m2, with an independent roof-top boiler. The total 

cost of gas for heating and hot water supply is UAH 375.3 thousand. per year. 

At the general meeting, it was decided to use the Energodom Program, replace obsolete boiler equipment 

with high-efficiency condensing boilers, replace windows in common areas and install a second vestibule 

door in the entrance. 

The cost of the entire project is 1550 thousand UAH. 

The payback period of the project is 14 years. 

Own contribution of co-owners - 40% of the project cost, UAH 620 thousand. Compensation from the Energy 

Efficiency Fund will be UAH 930 thousand. 10% of the bank's interest rate for the first year of lending (UAH 

155 thousand) will be compensated from the local budget. The project is at the implementation stage, the 

completion of the project is planned for the first quarter of 2022.  

Stakeholders’ involvement  

I. Access to the funds  

At the legislative level, only condominiums have access to funds that finance energy modernization. Housing 

cooperatives and apartment buildings that are managed by a private company do not have such opportunity, 

and these buildings are about 90% of apartment buildings in Ukraine. 

In order to solve this problem in Odessa city the Association "Odessa Housing Union" together with the 

public of the city developed the Program of capital repairs of the general property of the apartment houses 

on the conditions of co-financing for 2021-2026. This program provides for equal rights of the co-owners of 

the apartment houses in access to the financial resources of the city budget for capital repairs 

(modernization) of their houses regardless of the organizational and legal form of management. 

In support of this program the association "Odessa Housing Union" collected about 6,000 signatures of co-

owners of apartment buildings in Odessa and Odessa City Council must consider the draft program at its 

session. 

II. Marketing analysis for the residential and commercial sector 

The approximate cost of services (works) on energy efficiency renovation of one average 6000 m2 building 

to reduce energy costs by over 50% is more than 4,500,000 UAH (EURO 146 thousand), depending on the 

total area of the building. 
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The number and quality of commercial proposals on the residential stock energy efficiency renovation 

services market can be assessed as sufficient, with commercial services provided under competitive 

conditions.  

Co-owners are interested in investing because of: 

• the constant growth of energy prices outpacing the growth of incomes of the population; 

• increase in the comfort of living; 

• increase in the value of his property. 

The optimal mechanism for popularizing the energy modernization of apartment buildings is to compare the 

cost and quality of services received in similar buildings before and after modernization. Bringing this 

information to each co-owner of an apartment building in which energy modernization has not been carried 

out.  

The main motivation for low-income households to participate in the energy modernization of their homes 

could be to write off their debts for consumed energy resources. In any case, these are bad debts and the 

creditor has no real mechanisms to recover this debt (for reference, the population of Ukraine owes about 

2.3 billion euros for housing and communal services). 

5.4 Communication 

The best channel of communication with the target audience is face-to-face meetings. The Resource Center 

makes it possible to provide such an approach in communication with any interested party, which is carried 

out in practice. For productive communication of stakeholders, including the provision of advice on 

organizational, legal and technical issues of energy modernization of apartment buildings, financial support 

of resource centers is necessary. One of the options for ensuring sustainable operation of the resource 

center may be a revolving fund to finance energy efficiency measures in HOAs and housing cooperatives. 

5.5 Next steps for practical implementation 

The actual state of affairs with energy efficiency in the multi-apartment housing stock of Ukraine: 

1) 65% of Odessa multi-apartment housing stock is subject to energy modernization. 

2) Debts of Ukrainian population for housing and communal services exceed 72 billion hryvnias. 

3) The state program of warm loans, the most successful program of energy modernization of the 

multifamily housing stock, is closed in 2020. 

4) The current "Energodom" program provides financial support only to HOAs, which is only 10% of 

the total number of apartment buildings. 

5) As of November 5, 2021, 332 HOAs in Ukraine are on the waiting list for financial support under the 

"Energodom" program. During 2 years of the "Energodom" program operation, 79 houses have 

been fully and partially modernized. It will take 28 years to meet only the applications submitted, if 

the current funding procedure is maintained. 

6) The Cabinet of Ministers of Ukraine has not informed the population of the country about the terms 

of energy modernization of multi-apartment housing stock, how much is planned to reduce the 

consumption of energy resources in residential buildings, how much money the state plans to 
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allocate for this purpose and how much should the owners of apartment buildings invest in their 

modernization, what benefits will low-income households get when energy modernization takes 

place, etc.? 

Thus, it follows from the above facts that the Government of Ukraine does not have a policy of energy 

modernization of the multi-apartment housing stock. Given that the main responsibility for the condition of 

the housing stock is vested in local governments, while territorial communities have more opportunities to 

influence local governments, we consider it advisable to transfer all resources intended for the energy 

modernization of the housing stock to territorial communities of Ukraine and establish a mandatory 

minimum amount of expenditures of local budgets for the energy modernization of the housing stock. 

The Cabinet of Ministers of Ukraine, on the basis of the Law "On Energy Efficiency", is obliged to develop a 

targeted Energy Modernization Program for the housing stock. At the stage of preparing the draft target 

program, the Association OHU will submit its proposals to the relevant ministry, which will prepare the draft 

program. 
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6 Conclusion 

Despite the obvious similarities in the building stock and ownership models in the countries in Central and 

Eastern Europe, the report “In-depth description of new/adapted financing schemes for application in 

ComAct pilot cases” clearly demonstrates that there is a significant difference between the financing 

approaches targeted to the renovation of the multifamily residential buildings applied in the ComAct pilot 

countries. Among the reasons for this are certainly the different legal and institutional frameworks and the 

varying access of financial resources, but most importantly, the distinct development trajectories that have 

been followed by the countries in the transition from the communist heritage. Thus, totally contradictory 

approaches are evidenced, ranging from the 100% renovation grant in Bulgaria, to market-based schemes 

supporting only preparation of project documentation and interest rates for the solvent households in 

Lithuania.  

In all cases, there is an obvious need to increase the renovation rates, either by increasing the volume of 

public financing, as in FYROM and Ukraine, by distributing it to more households and improving the access 

to alternative support instruments, as in Bulgaria, or by stimulating the interest for participation, as (under 

different conditions) in Hungary and Lithuania. However, it is clear that this process is directly dependent on 

the political will and continuity in the countries. This is proven by the evidenced interruptions of the public 

support for building renovation, e.g. in Bulgaria or Hungary, which has tangible negative consequences on 

both the renovation rates and the relevance of the topic in the public dialogue and the political and media 

agenda. Another policy-related aspect is the role of the local authorities, which are often identified as 

important enabling actors and protagonists of building renovation , but do not have sufficient own resources 

to conduct their own policies in and are strongly dependent on policy decisions of the central government 

in still highly centralised governance systems. 

The focal point of the research – the access of energy poor households to financing for building renovation, 

is understandably a point of attention in all analyses, as again, the still unclear approaches to the national 

definition of the phenomenon obstruct the development of straightforward solutions and revolves around 

the currently applicable concepts of vulnerability. There is however a tangible progress in that direction, 

either as a systematic approach based on a dedicated definition as in Bulgaria providing access to full project 

financing for eligible households, or as improving the access to commercial financing by introducing risk 

sharing mechanisms, which is a common trait for most of the countries. While it could be argued that to a 

certain extent, each of the described schemes demonstrates viable approaches to enable the participation 

of vulnerable households, it is definitely needed to open up the discussion for the possibilities for 

engagement of other low-income citizens, whose disposable incomes, especially in light of the increasing 

energy prices, limit the opportunities for investments in renovation projects. 

This is precisely the goal of the next stage of the ComAct activities, with the promoted financial schemes 

expected to trigger intensive policy discussions and motivate the engagement of public and private financing 

institutions for the design of actual financing schemes with potential for application as continuation of the 

current programs or as stand-alone instruments. To initiate this process, the application of the new or 

adapted financial schemes will be discussed and validated at national level by broad stakeholders’ workshops 

organized in each of the ComAct Pilots in 2022, with the goal to involve the relevant actors and stimulate 

wide market uptake of the proposed solutions with potential to unlock the huge potential for energy 

efficient renovation in the countries of Central and Eastern Europe. 
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